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ENERGY ECONOMICS HONDURAS 


BRIEFS 


LA CEIBA PLANT REPAIRED--The National Electric Energy Company (ENEE) is 
about to conclude repairs to the thermal plant in La Ceiba, destroyed 

by fire last April. ENEE has reactivated one of the motors at the plant, 
which has resulted in improving the power supply in that port inasmuch 

as since the fire electricity has been supplied from the Canaveral 
project. Likewise, they reported that the El Nispero hydroelectric 
project is operating at full capacity, thereby contributing to improvement 
in electrical service nationwide, especially in the western area. [Text] 
[San Pedro Sula LA PRENSA in Spanish 15 Jun 83 p 14] 9436 


CSO: 3248/978 

















ENERGY ECONOMICS VENEZUELA 


NATURE OF PDVSA PROBLEMS, POSSIBLE SOLUTIONS VIEWED 
Calderon Berti's Announcement 
Caracas EL UNIVERSAL in Spanish 28 Jun 83 p 2-2 


[Article by Juan Carlos Zapata: "Venezuelan Petroleum Will Have Cash Problems 
by Year's End" ] 


[Text] If the petroleum industry goes into debt, inter- 
national financial pressures will be stronger against 
Venezuela. The industry's problem is not foreign exchange 
but ready cash, This is why we must create alternatives 
that will get us more cash. 


Energy and Mining Minister Calderon Berti announced yesterday, in addressing 
the parliamentary committee charged with studying a reform of the Law of the 
Central Bank of Venezuela, that a team will be appointed this week to study 
the legal instruments on which the national petroleum industry rests. 


The energy and mining minister appeared before that group of members of parlia- 
ment as had been done earlier by the managers of PDVSA [Venezuelan Petroleum, 
Inc.], the president of the BCV [Central Bank of Venezuela], and other organiza- 
tions for the purpose of discovering criteria that would lead to the imple- 
mentation of a reform of the BCV Law. 


It is known that, the moment the foreign exchange resources of the PDVSA were 
concentrated in the BCV, some political and economic sectors opposed that 
measure, arguing that this was an attack on the financial autonomy of the 
country's petroleum industry; they pointed out that this was no way to defend 
the integrity of the country's biggest industry. 


The BCV on the other hand argued that defending the petroleum industry means 
notallowing it to operate while ignoring the new economic facts of life. "We 
cannot allow a situation where we continue to prepare estimates on investment 
plans in the current economic situation, the way this was done before." 


In yesterday's inquiry, the committee members, Freddy Munoz, chairman, Arturo 
Hernandez Grisanti, and Jose Miguel Uzcategui, said that, the way the petroleum 
industry looks today, it would be necessary to develop control mechanisms, 

















The minister displayed concern with getting a guarantee on obtaining sufficient 
money for the industry with the ultimate purpose of bringing the investment 
plans to fruition. He said that there will be no major problems this year but 
it is possible that financial difficulties might arise in the petroleum sector 
in 1984, The guarantee of funding and financial autonomy was given because 
Calderon Berti believes that it is inconvenient for the country's industry 

to go into debt. 


Deputy Arturo Hernandez Grisanti declared that there is enough incongruity on 
that score in the government. Besides, other personalities in the current 
administration do not consider the petroleum industry's borrowing to be a matter 
of concern. 


In this respect Deputy Freddy Munoz said that the MAS [Movement toward Socialism] 
would not vote in Congress for the grant of new funds if the new investment 
plans are not revised, 


In response to this move, Minister Calderon Berti suggested that, before 
amending the Law on the Central Bank, it would be necessary to seek other, 
different alternatives, since the BCV Law right now does guarantee foreign 
exchange for the industry. "And the problem is not one of foreign exchange 
but of ready cash," 
"This is why I propose," the minister said, "that we advance the settlement of 
the trust in the BCV which amounts to 7,000 million bolivares. That can be 
done through investment [payment] in the BCV or through arrangements with 
private banks." 


On the other hand, Calderon Berti was in favor of fixing some export figures 
that are more in line with current circumstances and increasing the 10 percent 
of the revenues which the operators get and which should be channeled to the 
PDVSA so as to raise the figure to 15 or 20 percent. 


He also said that it would be necessary to change the current parity mechanism 
of 4.30 bolivares per dollar, thus enabling the industry to purchase dollars 
at that price although it could then sell them at 6 bolivares in order thus 

to increase its cash capacity. 


In another part of his testimony, the minister declared that it would be neces- 
sary, for those same reasons, to amend the Income Tax Law and especially Article 
44, stating that there is a clear provision in the law that prevents funds 
obtained from being used for other purposes, other than those for petroleum 
investments. 


"IT am proposing all this because it would be very inconvenient for Venezuela 

to have the petroleum industry go into debt in view of the strategic magnitude 
of that industry. The experience of debt renegotiation is an example here. If 
the petroleum industry were to find itself forced to go to the international 
financing centers, then pressures against Venezuela will be much stronger." 














"the trouble is," Calderon Berti said, "that, in spite of the resources in the 
form of the trust bonds, PDVSA will have cash problems by the end of the year." 
And, what is even worse, "it is clear that investment plans cannot be carried 
out with currently available funding. As things stand now, PDVSA does not have 
sufficient funds and revenues to undertake the scheduled investment plans." 


This is why the energy and mining minister proposed those alternatives for 
gathering cash since this is the most important thing in short-range terms. 
It is necessary to stick to some of the investment plans, including drilling 
and exploitation activities, in order thus to prevent output levels from 
dropping. 


BCV Subsidy 
Caracas EL NACIONAL in Spanish 29 Jun 83 p D-l 


[Article by Cayetano Ramirez: "Central Bank to Subsidize Venezuelan Petroleum 
in Case of Foreign Exchange Shortage" ] 


[Text] Venezuelan Petroleum will have a considerable financial deficit during 
the coming year; that shortage is being taken care of by the Congress only 
with respect to one of its parts, that is, the part relating to the supply of 
dollars which the petroleum industry will require to meet its payments that 
must be made in foreign currency. 


The petroleum industry's financial problem has been emerging in all of its 
magnitude in the eyes of public opinion in the course of the hearings held ty 
the committee of deputies that was created especially to study this question; 
but it involves not only the supply of foreign exchange since there is also the 
problem of increasing the revenues of PDVSA and its branches, in bolivares, and 
that is a broader problem, the real problem. 


The figures obtained by the experts in the PDVSA management and its branches 

show that the industry, as of the beginning of June, had something like 14,500 
million bolivares (the figures are not absolutely precise because this involves 

a tlow which changes due to payments and income which is why the figures are 

only approximate). Of those 14,500 million bolivares, a total of 7,500 miliion 
are in the form of trusts in the Central Bank which purchased public debt bonds 
most of which are to fall due in 1984 and 1985 although it has been said that 
they can be completely recovered in 1984. Another 1,800 million will be sold 

in the form of mortgage bonds to run for a longer term. In this way, the 
industry will be left with an available amount of something like 6,000 million 
bolivares. That is what the situation is now; although it is not expected 

PDVSA and its branches will lack funds this year, a deficit situation is emerging 
in outline for the beginning of 1984 and certainly for the end of that year, 

in other words, the next one, since, according to the established revenue bases 
in force, 10 percent of the contribution of the exports of the operators, the 
separate, individual items, and the result of the distribution which the 
Executive Branch makes through the export values for the total petroleum revenues 
between the treasury and industry, will not exceed anything more than 8,000 
million bolivares for investment payments, whereas the planned programs come to 
something like 15,000 million bolivares. 

















The decision worked out by the parliamentary committee chaired by Freddy Munoz 
and which also includes deputies Arturo Hernandez Grisanti, Nelson Valero, 
Gustavo Tarre, Jose Miguel Uzcategui, Rafael Marrero, and Romulo Henriquez, calls 
for amending Article 2 of the Central Bank Law to authorize PDVSA each month 

to set aside the foreign exchange which it needs in accordance with a detailed 
budget worked out for the year, which must be paid out at certain intervals in 
accordance with the amounts which of course would vary--more during some months 
and less during other months. 


In general it can be said that this idea will prevail because almost all of the 
political forces agree with preserving the foreign exchange held by the PDVSA. 
But we must make two observations: (a) looking down the road PDVSA may well face 
a shortage of bolivares because the country's petroleum revenues have gone down 
due to the decline in exports and the drop in petroleum prices. Under these 
circumstances, it might not have enough bolivares to purchase the dollars from 
the Central Bank which it needs; (b) if the PDVSA sets aside more dollars from 
among those which it can purchase, we would simply face a case where the 

Central Bank would be subsidizing the petroleum industry. 


The hearing brought out a certain opposition between the Central Bank and the 
PDVSA on points of information; this is something that is almost independent of 
the financial question and the difficulties encountered by the petroleum in- 
dustry as such and that would require a separate analysis. But in view of 

the possible budget deficit of PDVSA and its branches, we face the need of 
making sure that the industry will get more money than anticipated and then it 
could get in accordance with the criteria for the allocation of its funding-- 
or the industry would have to cut its expenses and investments considerably. 
The Central Bank, which supplies the dollars, complains that PDVSA does not 
supply it with detailed information on the use of those dollars; this has to 

do with the question of controls which the public agencies, authorized to hzcndle 
that aspect, must exert over the operations of the petroleum industry but that 
does not get us to the root of the matter which is that the petroleum industry 
must have a balanced and sufficient revenue and expenditure budget. 


Liquidity Problems 
Caracas EL NACIONAL in Spanish 29 Jun 83 p D-12 


[Article by Alba Sanches: "Venezuelan Petroleum Short of Bolivares, Not Foreign 
Exchange" | 


[Text] According to Energy and Mining Minister Humberto Calderon Berti, the 

cash flow problems which the petroleum industry will be facing during the coming 
year could be resolved through treasury channels and this would mean that there 
would be no connection with the amendment of the Law for the Central Bank of 
Venezuela which seeks to guarantee PDVSA a supply of foreign exchange for the 
development of its programs, 


This was pointed out by Deputy Leonardo Ferrer, leaders of the parliamentary 
delegation of the COPEL [Social Christian Party], who emphasized that this cash 








shortage involves bolivares, not dollars, because these are mechanisms that are 
quite different from the amendment of the BCV Law, mechanisms which would have 
to be adopted to resolve the situation. 


"The appearance of officials connected with the industry and their reference to 
the partial amendment of the BCV Law show us that the principle of dividing the 
national reserves through the retention, by PDVSA, of an amount of the revenves 
obtained for its own financial requirements lost its meaning after the foreign 
exchange controls were ordered by the national government, effective 18 Febru- 
ary.’ 


Ferrer points out that, according to BCV statistics, the petroleum industry 
over the last 2 months received $440 million which, in his opinion, means that, 
under the foreign exchange control system, PDVSA was not subjected to any kind 
of limitation or restriction in getting dollars among the voluminous foreign 
exchange outgo, both on the controlled market and on the open market. 


"There is no way of telling whether, in the short run or in the medium run, 
there will be any real possibilities of reducing the supply of foreign exchange 
to the industry except for the fact that, as has been the case until now, 

its requirements will continue to be met fully." 


The COPEL parliamentary leader added that it is indeed a matter of concern that 
the debate on the amendment of that law is being guided toward a dogmatic 
discussion of the principle of having the PDVSA retain foreign exchange. 


"In reality, the problems must be viewed exclusively in terms of meeting the 
real needs of the industry and the needs for the immediate future of the coun- 
try's economy. It is contradictory to talk about retention under a system of 
foreign exchange control. The sale of foreign currency is restricted by the 
government and it has to be that way for all sectors, including the petroleum 
industry. 


"But what the reform seeks is a guarantee for the supply of funds." 
"Under the current system, there is sufficient guarantee for that." 


"Problems of cash shortage, which will be faced by the industry in short-rarge 
terms, have also been introduced." 


"The cash shortage situation described by Minister Calderon Berti is different. 
This is a problem of bolivares, not a problem of dollars. The problem is not 

the sale of foreign exchange but the purchase of foreign exchange and that can 
be solved." 


The energy and mining minister mentioned the possibility that PDVSA might sell 
its dollars in connection with the sale of petroleum at the rate of 6 bolivares. 
Ferrer did not agree so long as the foreign exchange system is not simplified 
"because that would mean a double subsidy which would harm the country's 
economy." 














The important thing is to coordinate the purchase and sale of foreign exchange 
so that both variables will tend to simplify the exchange system. 


As for the possibility of an amendment of the Income Tax Law, which would 
permit the petroleum industry to get more money, Ferrer believes that this 
possibility might be studied. 


"The cash situation can be resolved through tax channels or through a partial 
amendment of some laws, such as the Income Tax Law, or Article 6 of the Petroleum 
Nationalization Law, These are proposals which must be analyzed at the right 
time to determine what is best for the country's economy." 


5058 
CSO: 3348/531 











COUNTRY SECTION INTER-AMERICAN AFFAIRS 


ARGENTINE ENVOY WARNS AGAINST CONTINUING UK FLIGHT STOPS IN BRAZIL 
Sao Paulo O ESTADO DE SAO PAULO in Portuguese 30 June 83 p 6 


[Text] "Relations between Brazil and Argentina are really very good right now. 

I would even say that they are excellent but if that state of affairs continues, 
a focus of deterioration may arise and it would threaten them seriously." 

This statement was made yesterday by Argentine Ambassador Hugo Caminos in 
analyzing the climate of tension which has been created in relations between 

his country and Brazil by virtue of the constant stopovers at Brazilian airports 
of Royal Air Force aircraft which fly the route between Ascension Island and 

the Falkland Islands. 


In an exclusive interview for ESTADO and JORNAL DA TARDE, the ambassador dic 
not wish thoroughly to analyze the question or the level of damage to these 
relations. But he did emphasize: 


"There is no crisis on now. I believe that the negotiations, which are being 
carried out, will turn out well for both countries, thus enabling current 
relations, which are excellent, to continue in this fashion. But if the current 
state of affairs continues, a focus of deterioration may arise in these re- 
lations. This is why I believe in the good outcome of the conversations now 

in progress." 


The ambassador did not wish to make any comment on the level of the daily ccn- 
versations which he had with Itamaraty [Foreign Office] or, more specifically, 
with Foreign Minister Saraiva Guerreiro himself, confining himself only to 
confirming these meetings. 


The matter was also taken up with caution at Itamaraty. Yesterday, an important 
diplomat, commenting informally on the matter, expressed himself as follows: 


"We only hope that this episode will not repeat the case of the Libyan aircraft 
where, due to the improper interference of third parties, a real diplomatic 
chaos was created and after all the confusion, it was up to Itamaraty to tackle 
the difficult task of resolving the whole thing." 


"We are dealing here with a question of facts," said Brazilian Foreign Minister 


Saraiva Guerreiro in announcing that Itamaraty and the Aviation Ministry are 
trying to work out a formula which would resolve the constant landing, on 
Brazilian territory, of British military aircraft heading for the Falkland 
Islands. 


5058 
CSO: 3342/142 








COUNTRY SECTION INTER-AMERICAN AFFAIRS 


STAGNATION IN ARGENTINE-BRAZILIAN TRADE DISCUSSED 
Rio de Janeiro O GLOBO in Portuguese 23 Jun 83 p 19 


[Text] Sao Paulo (0 GLOBO)--The stagnation of bilateral trade was the main 
topic of the discussions during the ceremony for the award of the "Exporter of 
the Year" prize given by the Argentine Chamber of Commerce at Sao Paulo; this 
time it was awarded to two exporters of traditional products: Mineracoes 
Brasileiras Reunidas (iron mineral) and Nidera Argentina S. A. [Incorporated] 
(soybeans). The Brazilian firm was a big exporter of mineral to Argentina and 
Nidera was the same only because of the Brazilian drawback system. 


Miguel A, Fragine, chamber vice president, said that the results of trade 
between Brazil and Argentina are considerably below the potential of both 
countries and he then proposed more decisive action by both the Brazilian and 
the Argentine governments to resolve some of the obstacles. But Fragine 
believes that lowering prices on products sold bilaterally is a question of 
competition. 


"Competition," he said, "is something which the Japanese certainly engage in 

and they manage to sell cars in Argentina because their price is much lower than 
that of Brazilian vehicles; by the same token, it makes no sense in practice for 
the malt brought in from Europe to Brazil to cost the same as the malt that is 
imported from Argentina," he added. 


Brazilian Surplus 


Last year, Brazil exported products to Argentina worth $649.8 million and 
imported $550.4 million, thus winding up with a favorable balance of $99.2 
million, Talking during the ceremony, the director of the Commercial Department 
at Itamaraty [Foreign Office], Ambassador Paulo Tarso Flexa de Lima, also 
considered these statistics to be irrelevant in view of the potentig] of both 
markets. 


He admitted that there is an institutional crisis which prevents the expansion 
of exchange, in addition to other factors which even block the barter of tradi- 
tional products, many of which are now purchased from third countries. The 
Argentines, for example, import bananas produced by United Fruit in Ecuador 

and they are better and cheaper than the Brazilian ones; they purchase lumber 
from Chile and coffee from Colombia. 








"Recently," Flecha [as published] de Lima added, "there was at least one step 
which can boost that trade: the Argentine government granted preliminary 
approval for three Brazilian construction companies--Mendes Junior, Andrade 
Gutierrez, and Norberto Oldebrecht, which are associated with local enter- 
prises--for competition for work on the hydroelectric power plant at Piedra del 
Aguila. 


5058 
CSO: 3342/142 
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COUNTRY SECTION ARGENTINA 


PAPER URGES 'PRUDENCE' DURING PROLOGUE TO ELECTIONS 
Buenos Aires LA PRENSA in Spanish 10 Jul 83 Sec 2 p 1 


[Text] The citizenry has been summoned to elections which will take place on 30 
October of this year to legitimately appoint national, provincial and municipal 
authorities, after a decade. That summons has been made as the country is under- 
going truly difficult times, as a result of the unfortunate convergence of a 
serious internal and international political crisis, with a severe domestic and 
world economic recession. Whether we can reach election day in an atmosphere of 
sufficient order, and whether the elections will take place normally, conditions 
required to enable their results to reflect a wise selection of the political 
destiny which will seal the fate of the process of institutional restoration in 
which the country has placed its hopes, will depend largely on the prudence and 
firmness with which we are governed during this period preceding the elections. 


Experience has taught that when elections take place in a social situation such 

as the one now being displayed by our country, an extremely tense one and at times 
desperate, as a result of ills and circumstances that have upset the citizens' 
moral balance, the all-important civic act suffers harmful upsets which disturb 
the minds of the voters and their total perception of events and ideas, as well 

as their political inspirations. Under certain circumstances, those upsets in 
opinion are capable of distorting public judgment, leading the voters to an erro- 
neous political decision. This generally benefits those groups which, displaying 
an attractive proposal for revolutionary, magic solutions, threaten to resort to 
cruel and violent means of imposing them. The rise to power of the National Social- 
ist Party in Germany half a century ago was caused by elections called amid a 
frightful economic and social crisis; and, as a result, there was a very high 
price that mankind had to pay for the mistake made by the German voters who, 
through the expedient of voting, in itself legitimate, established a regime which 
stifled public liberties and made a mockery of human rights, ending up unleashing 
one of the most dreadful tragedies in history. 


Without precluding stress on the untiring appeal for good sense from the citizenry 
and for a sincere agreement among the parties supporting the National Constitution, 
it is essential that the political leaders, the government and the Armed Forces 
put forth an effort inspired by the most unsullied patriotism to reach an accord 
aimed at dealing with and easing the unrest caused by the promised review of pain- 
ful, incurable events of the past, which is serving as a means of interrupting the 
return to democracy. In these columns we have demonstrated the need for shelving 


1l 











the "dirty war" through an amnesty law; because the entire society, and not just 
those who participated in it, bears an undeniable responsibility for its origins 
\ and its development. 


That solidarity must be achieved in order to deal with and ease the economic 
recession that is striking unmercifully at the less advantaged social sectors, 
submerging them in anxiety and despair. It is understandable that the government 
and the Armed Forces originally intended to call for elections and administer the 
crisis without maki~g deepseated changes or imposing stringent measures that might 
interfere with the future government's action. Nevertheless, this policy has 
become impossible in view of the progressive exacerbation of the imbalance, which 
is being fed by the recessive factors that it has produced itself. 


The speed with which the economic situation is deteriorating is alarming. The 
sharp increase in currency issues and the colossal rise in prices during June 
threaten to convert it into an overt hyperinflation which, as we have warned, 

will bring about further detrimental impulses that will be reflected in a renewed 
decline in investment, production and employment. 


The monetary expansion due to an irrepressible budget deficit has put us on the 
threshold of hyperinflation, and this cannot be crossed with impunity. Such an 
act would cause the situation to go out of control, with the resultant standstill 
in economic activities which can still be carried out at present. 


It would be more than dangerous, foolhardy, if election day should arrive finding 

us submerged in an agitated social, political and economic conflict wherein there 
were combined the exacerbation created by lockouts and unemployment, the despair 
inherited from so many failures and the collective impoverishment, amid the people's 
anger and attempted coups’ d'etat. To avert this gloomy possibility, we must 
achieve the aforementioned agreement among the government, the Armed Forces and 

the political leaders on a set of undeferrable measures, included in an emergency 
plan devised to control the situation; to which we might apply, with more than 
sufficient grounds, the historic question asked on the tragic eve of World War I: 
"Sentinel, what do you see in the night?" 
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COUNTRY SECTION ARGENTINA 


ALFONSIN SPEAKS ON DOMESTIC, FOREIGN ISSUES 
Buenos Aires SOMOS in Spanish 8 Jul 83 pp 12-14 
[Interview with Raul Alfonsin by Jorge Vidal; date and place not specified] 


[Text] [Question] What are the differences between this Radicalism which you perso- 
nify and the type which was defeated in the internal election? 


[Answer] In this regard, one must consider the fact that it is all Radicalism, that 
it is not a dogmatic party. Consequently, one component of the Radical Party is 
internal discussion, and these changes that occur every so often, which Sy no means 
represent a solution of continuity in its progress, nor a change in its fundamental 
philosophy, which is one of serving the individual. 


[Question] Does that progress in changes include one for converting the old Radical 
Party into a movement? 


[Answer] We are affirming Yrigoyenist concepts which prompted Hipolito to say that 
our political force was not really a political party, but rather a movement which 
should gather together different social sectors for the purpose of establishing 

or fulfilling the goals of the nation. 


[Question] Aren't you afraid that, in the coming elections, the Radical Party may 
meet with an electoral disappointment such as those of the past? 


[Answer] We are convinced that the country needs the Radical Party during this 
period, and that the people are looking to us; and many sectors which are not 
Radical will vote for us. I also think that there is a pressing need now to show 
that we are facing a new situation which will end with the political hegemony of 
one party, regardless of how important it may be. 


[Question] Have you talked with Celestino Gelsi and Rafael Martinez Raymonda, who 
have indicated that they would back your candidacy for president? 


{[Angwer] I have not held talks with either of those political personages. In any 
event, we intend to form a government of national unity wherein, with the national 
goals determined, we shall call upon those who have agreed with those goals to 
cooperate with the government, without asking them what party they belong to. 














[Question] Doesn't that inclusion of people from outside the party depart from 
what has been the Radical tradition from 1945 to the present? 


[Answer] The fact is that there are diffierent issues in the country, with unusual 
situations. I don't think that we here realize the seriousness of the situation 
we are experiencing, that we are close to a social disintegration. And to avoid 
this, what is important is the effort to put in motion not the ideology that each 
one likes but rather policies for national salvation, and to postpone until later 
the discussion of the more sophisiicated features of each one's ideology. 


[Question] Don't you think that, at the present time, ideological problems are 
affecting the voter, forcing him to take a stand for one political persuasion in 
particular? 


[Answer] I honestly believe that the Argentine at the present time does not feel 
challenged by fundamental ideological problems. We are required here to give 
responses to what is happening to the unemployed, with children's malnutrition, 
with school drop-outs and with the serious destruction of the national production 
system. 


[Question] You have made a diagnosis of the country's situation, but what is the 
prescription for those ills? 


[Answer] Making the country grow economically under democracy. Historicaliy, 
Argentina has suffered from two restraints that have curtailed its growth. One 
occurs in the area of capital, and it is the speculation that has always conspired 
against production and, consequently, it has also conspired against political 
stability. It is obvious that the speculating minorities need heat in the govern- 
ments in order to do good business. The other restraint occurs in the popular 
area, with its authoritarian and demagogic components, which prevent the waging of 
a serious battle against privilege; because they refuel the restraint of the 
capital when, to solve a social problem, an economic problem is created and <hen 
they prompt the one with capital to think that he can only gain from speculztion 
and not production. 


[Question] If you reach the government, will you have in the opposition the trade 
union movement with its obvious political quality? 


[Answer] If I win the election it will be because I shall receive the popular vote, 
the workers' vote; and then, in that case, there will be no aversion among the 
popular sectors against the government. Hence, this argument would not exist. 


[Question] Nevertheless, Dr Arturo Illia's government was overthrown by the trade 
union movement. 


[Answer] It was a corporate agreement, with trade unionists and Armed Forces, the 
Army in particular. 


[Question] Does the military-trade union agreement that disclosed recently have 
the same corporate features? 











[Answer] I think that action is being taken in a different way now. Obviously, 
positions are being given to certain trade union leaders. The Ministry of Labor 
sometimes acts as a committee, and there is no control of the electoral justice 
system such as I would like. Nevertheless, there are not the same features as 

in the previous process, because at that time a part of the Peronist movement had 
not participated in the elections and it was considered banished. This time, if 
we win, as we shall win, we shall, as I have already said, receive votes from the 
popular sectors, and many Peronists will vote for us. Hence, there will be no 
contradiction between the working sectors and the democracy, or the state, or the 
government, but rather between democracy and authoritarianism. And, under those 
conditions, the people will far more readily discern the maneuvers that are going 
on. And if the foolish situation should occur whereby one sector embarks on a 
campaign of that type, we would warn the people, and I am sure the people would 
react as they ought. 


[Question] What makes you think that many Peronists will vote for you? 


[Answer] Because they have told me so during my campaign. Many have approached me 
and told me: "Doctor, I am a Peronist, but this time I am voting for you." 


[Question] From which class or from which age group do you think your greatest 
toral support comes? 


[Answer] Our message is total and not ideological. I would say that it is fundamen- 
tally ethical. And of course in the area of ethics there is the fair wage, and 
putting an end to this economic policy; also putting an end to the injustice toward 
those who work 30 days a month and whose wage does not suffice to feed their fami- 
lies. To be sure, the youth feel attracted by this appeal, but the other genera- 
tions also are. That is why I say that many Peronists will vote for us, because 

no one has bound the people here. 


[Question] With your internal victory assured, will you talk again with those who 
lost, Dr De la Rua in particular? 


[Answer] We shall certainly work together in the election campaign. In any event, 
we Radicals have raised the banners of unity, and we shall adapt ourselves to them. 


[Question] Might this unity give reason to think that Dr De la Rua might be a candi- 
date for some elective office? 


[Answer] That does not depend on me. But he is an important leader of the party and, 
in addition, a young member of the Radical Party; and he will be able to have all 
the opportunities that he dedication and intelligence merit hin. 


[Question] There has recently been talk of a coup, but no one is able or willing 
to identify the coup participants. Do you know who they are? 


[Answer] I want to make myself quite clear on this point. I think that the democra- 


tization process is irreversible. But of course I also realize that there are some 
who lose with the country's access to democracy, and who will put obstacles on this 
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path. But I am still convinced that we shall achieve the elections and the coun- 
try's institutionalization. In the first place, because the Argentine people have 
decided on this, and anyone who attempts to change or interrupt this process will 
find himself confronted not only by a general strike, but also a paralyzed Argentina. 
If there is a coup, we shall bring the country to a standstill. Secondly, because 
I think that this revaluation of democracy has also begun to operate in a forceful 
manner among the military themselves, who at one time assumed that, by determining 
goals for everyone in an authoritarian manner, they could succeed in lining up all 
the people behind them. Today, after this resounding political and professional 
defeat that they have suffered, they must surely realize that, for the prestige of 
the institution itself, they need the presence of the republic's institutions, and 
they are demanding then. 


[Question] Your critics claim that Alfonsin is a friend of the military. Your 
adherents, on the other hand, maintain that you are the politician who has confront- 
ed them the most. Does the truth lie midway between the two? 


[Answer] There was no national high school in my town, and I was a student at the 
Military School, where I had companions who later continued their careers. But 
since I like the truth more than anything else, when I see something bad I say so, 
without any harm and without any other consideration. I am not particularly a 
friend of the military, but of course I don't believe that we Argentines should 

hate the military in that way, "in toto."" It would, rather, be fitting for us to 
try to overcome all the antagonism in the country, including that between civilians 
and military. But of course we cannot overcome it with those who, instead of consi- 
dering themselves servants of the nation, and because they have some decorations, 
consider themselves feudal lords and masters of a people. 


[Question] May we discuss some topics that are taboo? 
[Answer] I don't believe in taboo topics. We can discuss everything. 


[Question] When mention is made of agreements between the military authorities and 
the politicians, the issue of the missing persons automatically crops up. Even 
President Bignone, in his speech, admitted that this issue is still acting as an 
obstacle to an agreement. How can this Gordian knot be broken? 


[Answer] Let's go to the beginning. I think that there are different liabilities 
in the matter of the missing persons. There is a liability of those who decided to 
carry out antisubversive action using procedures which it was desired to combat. 
There is also a serious liability among those who went to excess in that effort. 
And, finally, there are those who acted obeying orders. In other words, there must 
be a different consideration based on the chain of command, because we cannot put 
everyone in the same catchall of liabilities. Because, in this way (putting every- 
one in the same catchall) we attempt to instill fear in the lieutenant or first 
lieutenant, the sergeant or the captain, and the country is not looking back with a 
spirit of vengeance or revenge; but it does know that it cannot act on the basis 

of an ethical shirking, as it would be to think that nothing has happened in Argen- 
tina. Hence, with that course of action and that means, the people could begin a 
mature discussion to solve this problem. 
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[Question] Some have claimed that you evade the divorce issue with statements 
lacking a position, that you stay on the good side of God and the devil. 


[Answer] I shall give my own position on the subject. I do not believe that the 
Radical Party can bind all of its members to hold the same position regarding 
divorce, because there are problems of conscience and problems of faith. For 
example, my wife, thanks be to God, is a complete Radical and a practicing 
Catholic; very Catholic, of course. My mother is in Catholic Action, as is my 
sister, and my sister is a cursillista [member of a religious instruction group]. 
In short, my entire family is very Catholic and I observe this problem close at 
hand. I cannot tell them, "You must be in favor of divorce." What right do I 
have to do that. So, it is not that my position or that of the Radical Party is 
ambiguous. Each Radical may assume a position on divorce in keeping with his 
thinking and his faith. In any event, we must also consider the tragedy of the 
broken homes that are created, and that of the children. I also think that we 
should discuss the problem with the Church, because it is a serious problem that 
affects many couples. Hence, the party's platform will have to find a solution 
for this situation, but leaving the final decision to each individual, in the 
case of divorce. 


[Question] What will you do with the public health tragedy? 


[Answer] The first tragedy in this respect is that the health budget for this year 
is 2.2 percent. In any event, if there were well distributed, well organized 
spending, we could have better public health care. We intend to move to an inte- 
grated health service based on the social work that we want to have managed dy 

the trade unions and the state. 


[Question] Would the state control the funds for the social work? 


[Answer] It would have the opportunity for control, but it would also discuss the 
determination of the policies, which are very important. This will pose no 
problems. 


[Question] Would the management of funds remain in the hands of the trade unions? 


[Answer] Of course, but with the controls that are incumbent on the state, and the 
necessary auditing. This is essential to us. 


[Question] What will the Radical foreign policy be with regard to such trouble- 
some issues as the Beagle and the Malvinas? 


[Answer] This government would have to accept the papal proposal, and later demand 
the corrections that were deemed necessary. And if there is anything that we deem 
necessary it is affirming the two-ocean principle in this regard. That is not a 
matter of voluntarism, but rather of finding out what can be achieved. As fcr the 
Malvinas, we shall fight in all the international forums for the recovery of the 
islands, and we think that we shall have the solidarity of other nations which, 

of course, the dictatorship does not have. 


[Question] Will the situation of a diplomatic stalemate and conflict with Great 
Britain continue? 


be 





[Answer] It all depends. We have a United Nations resolution which forces Great 
Britain to negotiate with Argentina on the Malvinas problems. If the London 
government refused to negotiate this, of course, it would be assuming a position 
that would cause tension. 


[Question] Could the present military leadership coexist with a Radical government? 


[Answer] We shall change the organic law of the Armed Forces. There will be no 
commander in chief other than the president of the nation. The association of the 
forces with the government will be through tle defense minister (who will be a 
civilian), assisted by three secretaries, who will certainly be men retired from 
each one of the branches of service. A National Defense Council will be creaced, 
consisting of the entire cabinet and the chiefs of staff. So we shall have mili- 
tary advice in all matters wherein it is considered necessary. 


[Question] Does this leave the Armed Forces out of a possible antisubversive battle, 
or will they continue to play a role in that area? 


[Answer] All the matters associated with the antisubversive battle must be left in 
the hands of the security forces. We think that the Federal Police should be given 
elite forces for the battle against subversion, if the occasion should arise and 

we had to do so. Of course the antisubversive action will be carried out within 
the context of the law and respect for human rights. Special legislation will be 
created for this purpose, so that in both the judicial and the procedural aspects 
there will be appropriate speediness, and also so that the penalties that are set 
will be stiffer for that type of crime. 


[Question] Will the restructuring of the Armed Forces call for the elimination of 
military service? 


[Answer] We shall attempt to eliminate the military service, because we are going 
to work on the modernization of the Armed Forces in all areas, so as to make them 
quick-acting and efficient. 

[Question] As a presidential candidate, have you thought about your cabinet? 
[Answer] Yes, it will consist of young men and women. 

[Question] Would you give some names to be introduced to society? 

[Answer] I shall disclose them later. 


- =’ RB ia. 
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COUNTRY SECTION ARCENTINA 


MOST INFLUENTIAL MEN BEHIND NICOLAIDES PROFILED 
Buenos Aires SOMOS in Spanish 8 Jul 83 pp 20-21 
[Article: "Inside the Military"] 


[Text] The concrete fact is that seldom has a plenary meeting of generals attracted 
attention as the one last Monday has. The plenary session was going to take place 
in a particularly charged atmosphere, requiring only an incident “ch as that headed 
by the former governor of Tucuman to bring the institutional establishment too 

close to a short circuit. A few days earlier, there were no cautious rumors about 
the prospects of a coup, but rather loud talk about the topic, and to such an extent 
that the political caudillos proceeded to issue the overt challenge of an appeal for 
civil disobedience in the event that the widely discussed coup should occur. To 

top it off, the pressure gage was registering the unconcealable pressure accumulated 
by the implications of the Cambiaso case, the court summonses of former high-ranking 
chiefs of the process and the difficult amnesty negotiations, a well-known hot spot 
inside the military. 


In this atmosphere, on Monday morning some thought that they were suddenly seeing 
certain red lights: the meeting was postponed. The news spread, and spirits were 
just beginning to be calmed when, shortly thereafter, the reason was learned. 
Minister Reston was busy with the "Merlo episode," and would have time only in 

the afternoon. Consequently, the meeting started at 1630 hours in the afternoon, 
with the Libertador Building displaying its usual appearance on meeting days. But 
this time the passage of reporters through the premises was obviously more marked 
than on other occasions, because there was, in addition, the discrepancy between 
the (by then famous) speech by the Buenos Aires police chief, General Verplaetsen, 
and the statements made by the chief of the Second Corps, General Esposito. 


But it was during the meeting of the high command members itself that the latest 
communique from the provincial police concerning the controversial "Cambiaso case" 
was released. In the view of several analysts of internal military affairs, this 
fact, in addition to opening a counteroffensive to the charges made by the attor- 
neys for the Cambiaso family (and by some entities for defense of human rights), 
served as an external sign of cohesion. 


The Key Issue 


A coinciding assessment of the Armed Forces' internal situation has emerged: The 
issue with the greatest effect on the transition toward political normalization 
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involves (in both directions) the matter of the antisubversive war and its after- 
math. A disclosure attributed late Monday night to a high-ranking spokesman in 
the military forces confirmed this impression: He strove to underscore in parti- 
cular the cohesion among the members of the high command, and claimed: "In this 
respect one can observe that a fundamental role will be played by the passage of 
the pacification laws and the one on the prosecution of terrorist and subversive 
activities." In the view of the analysts, the paragraph indicated nothing else: 
The Army had succeeded in cutting the Gordian knot which had been hampering the 
final orientation of the forces' political course during recent weeks. 


On Monday night, the coup rumors had died down. Meanwhile, the impression was 
becoming increasingly strong that the Army had ordered the abandonment of th2 
movement that had been advocating the negotiations of issues linked to the anti- 
subversive war with the political parties (a movement which, at the time, cast 
doubt on the non-involvement that the Armed Forces might show with regard to the 
electoral battle). Quite a few political circles considered this the response to 
(or the consequence of) the overt charges made at the time by Raul Alfonsin regard- 
ing a possible trade union-military pact. That accusation was denied at the time, 
but it is an obvious fact which continued to carry weight on the political scene, 
after several military sectors had been charzed with having a desire to negotiate 
some kind of "bill of indemnity" concerning the results of the war against terror- 
ism, for which purpose they were said to have dealt directly with certain Peronist 
political chiefs. 


There is every indication that a decision has now been made regarding the promulga- 
tion of an amnesty law. To be sure, this does not imply any paved road, free of 
pitfalls or potholes. The advance notice has attributed a very general content to 
this bill, including both those who fought against the subversion and the terror- 
ists themselves, which has brought about some bristling impossible to conceal on 
the sensitive military skin. This text is said to be accompanied by a second law 
which at first was to be called one for defense of democracy, but which will now 
reportedly be known as the law for prosecution of terrorist and subversive activi- 
ties. The sole purpose of this bill is to give the next government speedly, effec- 
tive legal means for confronting the guerrillas within the framework of the law. 
"Let one thing be replaced by the other," was the comment from one official after 
the meeting. But another military chief remarked philosophically, "Now the storm 
will have to be withstood," certainly predicting the shower of political radioacti- 
vity that will be triggered as soon as these bodies of law start receiving the perti- 
nent handling. He added: "But, as a counterpart, this will serve to dispel suspi- 
cion about the legitimacy of the coming elections and, consequently, about the 
government that is elected.” 


Who's Who 


At a time when political tension is mounting, the man on the street who does not 
follow political events very closely is immediately wondering "who's who" in the 
Army. The following is a series of biographical sketches of the leading personages 
assisting Commander Nicolaides. 


Llamil Reston: The present minister of interior is a member of the famous 1976 
graduating class of the Military Academy, who was one of the strongest supporters 
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backing former President Videla and of fundamental importance throughout the 

process (President Bignone, Commander Nicolaides and, among others, Gens Bussi, 
Villarreal and Saiain are members of that class). Reston is the most senior officer 
after the head of the branch. He has held the highest political and military fosts, 
and an influential role is attributed to him in the events which brought about 
Galtieri's dismissal. He is currently chairman of the Higher Rating Board. At 
times his statements have proven troublesome to the political leadership, and rumors 
of his possible resignation crop up periodically. Now, after the meeting of com- 
manders on Monday, it is thought that his position has been strengthened at the 

helm of the political ministry. (Branch: Infantry). 


Juan Carlos Trimarco: He is the current commander of the First Corps (Palermo), 
and one of the generals concerning whom there have been the most rumors with regard 
to his political contacts and orientation. His close assc:! ites claim that he 
himself is aware of this situation and, on more than one occasion, has stated: 
"Every day I see myself heading another coup or a manuever of a political type. 

I am first in line for the rumors." His functions as corps chief have caused him 

to maintain regular contacts with personages representing the various sectors 
operating in his jurisdiction. He is said to have good contacts with trade union- 
ists. (Branch: Cavalry). 


Eduardo Esposito: After the statements that he made last month concerning the need 
for the "Cambiaso case" to be tried by the common courts, military analysts consider 
the commander of the Second Corps (Rosario) to be one of the "professionalists"; 

in other words, opposed to any political control by the force in connection with 

the future elections. Last May, he commented: "The Army is not a political party." 
(Branch: Engineers). 


Eugenio Guanabens Perello: The commander of the Third Corps (Cordoba) is considered 
a chief with particular influence on his subordinates, and his way of speaking 
directly about political events is also recognized. The analysts of the internal 
military area regard him as one of the generals promoting the force's greater 
political non-involvement in the current institutionalization process. A few weeks 
ago, he remarked: “Constitutional normalization within the stipulated time periods 
is a goal assumed by the Armed Forces. The Army is and will remain united, its 
priority activity being professional improvement." (Branch: Artillery). 


Miguel Angel Podesta: The commander of the Fourth Corps (Santa Rosa) was formerly 
chief of the Fifth Infantry Brigade stationed in Tucuman, which carried out exten- 
sive civic action plans. According to various reports, he was one of the chiefs 

of staff who participated in the events that brought about Galtieri's ouster. 

Early in May he told a Mendoza newspaper: "The only attitude that prevails in 

each member of the force is that of discharging the duties inherent in his position 
with total dedication, non-involvement and professional fitness." (Branch: Infantry). 


Rodolfo Wehner: He is also mentioned as one of the military chiefs who had the 
most influence on the events following the fall of Puerto Argentino. Political 
observers ascribe to the commander of the Fifth Corps (Bahia Blanca) a strictly 
professionalist line, opposed to any type of agreement with the political sectors. 
(Branch: Cavalry). 
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Mario Piotti: The Army's secretary general is considered a chief who is extremely 
cautious in his statements. He has constantly cited the feasibility of conducting 
the political normalization process with the greatest possible calmness and equani- 
mity. (Branch: Infantry). 


Edgardo Nestor Calvi: "The second chief of the Army's General Staff is described as 
one of the generals with the most influence on the decisions made by the force, includ- 
ing those in the area of political options. He is also regarded as a particularly 
cautious chief who, among other sensitive missions, was assigned that of preparing a 
report on the Army corps’ performance during the Malvinas conflict. (Branch: 
Cavalry). 


The list of generals is not exhausted here, but we must mention those with the rank 
of brigadier general who have had outstanding performance or who hold key posts. 

They include Gen Jorge Suarez Nelson (the branch's undersecretary general), whose 
name has been mentioned constantly owing to his contacts with various political and 
military sectors. Another prominent brigadier general is Miguel Mallea Gil, current- 
ly second commander of the Fifth Corps and a former cadet at West Point, where he had 
an outstanding performance. He is one of the officers with the most extensive con- 
tacts in the political area. 


A Common Model? 


Large amounts of literature have been produced on the influence of military power, 

but few are totally familiar with the decision-making mechanisms in the military area. 
One prime element to be considered is the eminently technical nature of the Argentine 
military training institutions. This has caused a lack of specific ideological train- 
ing in the officers' corps, as in fact holds true elsewhere in the world. In our 
country, for example, the director of the Superior War College is replaced virtually 
every year. This does not occur at the famous Brazilian Army "Sorbonne." There, 20 
years ago, the cadres who are now promoting the gradual democratization of Brazil 

were trained. But in Peru, not many years ago, a homogeneous doctrinal training 
brought results that were quite the opposite. 


According to a veteran observer of inside the military, in Argentina it is difficult 
to find a sizable number of higher-ranking chiefs who share the same type of ideas, 
though there is agreement on matters such as the rejection of leftist orientation. 
One point totally agreed on has been the elimination of terrorism. In view of this 
situation, the commander's personal authority and the regulations on subordination 
and discipline have arisen. But the Army chief faces a problem: the number of cadres 
and their dispersion throughout the country, which hampers permanent, personal con- 
tacts. To solve this situation, monthly informational meetings are held at which 
the generals voice the ideas and concerns of the cadres. Later, in a plenary ses- 
sion, the generals are informed of what has been decided by the high commands. The 
division generals may be consulted by the commander, but in the end it is the latter 
who makes the decisions. 


Also important in the Argentine military system is the chief of the General Staff, 
who deals with all the problems confronting the force. Another influential agent 
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is the secretary general, who is responsible for analyzing political matters, and 
for advising the commander in that area. He is also involved in contacts with the 
political, trade union and business entities. Obviously, the commanders of the 
Army corps, in charge of the large battle units, have a fundamental role: They 
operate as individuals who have been delegated the authority of the commander over 


the entire expanse of the country. 
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COUNTRY SECTION ARGENTINA 


CHURCH RENEWS EFFORTS TO SAFEGUARD DEMOCRATIC PROCESS 
Buenos Aires CLARIN in Spanish 5 Jul 83 pp 16-17 
[Article by Jose Ignacio Lopez: "The Church Takes the Initiative Again"] 


[Text] While certainly written in the defense of permanent values, and for the 
purpose of evoking enduring reflection rather than vociferous but merely fleeting 
reaction, this was no reason to prevent the latest statement from the Argentine 
bishops from penetrating rapidly into the most essential area of collective 
concern these days. 


Made public when fears were growing over an interruption of the democratization 
process, and prolonged by the isolated declarations of certain bishops obviously 
aimed at defending the return to republican institutions, it has been explained 
that, at the outset, the text acquired notoriety because of its strong denuncjation 
of the coup spirit. 


That manner of interpretating the bishops’ document did not arise merely as an 
intelligent reflex action from vast sectors of society resolutely bent on the 
defense of the incipient democracy, who thereby seized upon certain paragraphs 
in the message to display support from the Church. 


Hence, no trick nor artificial extrapolation was involved, but rather a faithful 
interpretation of the thinking expressed by the Catholic hierarchy. 


Because, although it is true that "God, Man and Conscience" has proven to be a 
compendium of the Church's moral doctrine, it is also a fact that, in the chapter 
devoted to "Morality and Public Life,'"’ the bishops took it upon themselves to 
stress overtly that, in this realm, there are two urgent requirements for national 
life: peace and institutional stability. 


And it was precisely in those sections of the statement that emphasis was placed 
on the need for stability in the institutions, an asset "almost missing during the 
recent decades of the nation's existence," evidence that was immediately judged 

in an unequivocal fashion: "The repeated interruptions of institutional order, 
considered as a whole, have caused a deterioration in the political lifestyle 
established by the National Constitution. Experience has confirmed the validity 
of the principle whereby the people are sovereign and their actual participation 
constitutes the deciding force in political life and the best corrective device 
for civic ills. Therefore, we again disapprove of what, at the time, we termed 
the coup spirit." 
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As is evident, this is an essential assertion and not the citing of circumstances, 
clearly giving rise to the legitimacy of the way in which the bishops' text wes 
assessed and explained in the first instance: in other words, as a barrier to 
check possible coup-oriented proposals and to lend overt support to the democrati- 
zation process, 


Moreover, the statements made by Cardinals Juan Carlos Aramburu and Raul F. Prima- 
testa were signed at the press conference in which they made public the lengthy 
document. 


The other asset (peace) proclaimed as an urgent requirement by the bishops,in the 
chapter devoted to linking moral principles with political life, is unquestionably 

a main endeavor in the preaching of the recent pontiffs. It would suffice to recall 
both the anniversary, this year, of 2 decades of "Pacem in Terris" [Peace on Earth], 
John XXIII's memorable encyclical, and the consecutive messages and speeches by 

Paul VI, now continued by John Paul II. 


The issue of peace might have deserved a more prominent plance and an even more 
extensive reflection on the part of the bishops of a countrywhichis still suffer- 
ing the very serious consequences of a long decade of irrational violence and which 
recently had to lead its first international military conflict in over a century. 


Although that more exhaustive pastoral examination on the subject of peace and, 
consequently, of war is still awaiting an attempt (the doctrine concerning the 
legitimacy of the expedient of force is now the subject of serious reconsideration 
in the thinking of the Church), the recent bishops’ text proclaims the pressing 
need for rebuilding peace, because "without it, it is unthinkable to attempt a 
national common enterprise for our people's development and maturing." 


Furthermore, the clear preaching of the Church hierarchy in favor of democratization 
was accompanied by deeds. A day after the document was released, the Bishops 

Social Pastoral Action Group met with the leaders of CGT [General Confederation 

of Labor]-Argentine Republic to examine the disturbing economic situation being 
experienced by large sectors of workers. 


The step taken by the bishops of Moron ar’ San Justo, Msgrs Justo Laguna and Rodol- 
for Bufano (members of the aforementioned bishops organization), served to confirm 
with the force of concrete acts the value of the denunciation included in the 
Church's latest document. 


There, emphasizing the "notable deterioration of industrial employment," and the 
increase in "underemployment in disturbing amounts," it was stated: "It must be 
reiterated, because it is a serious fact, that a sizable proportion of the working 
population is earning income below the level required for surviving decently in 
accordance with the current cost of living." 


The meeting of the members of the Social Pastoral Action group with the delegation 
headed by Saul Ubaldini appeared to update again a pastoral effort not given up 
by the bishops: that of the so-called "reconciliation service." 














This work which, at the end of last year, prompted the organization chaired by the 
Moron diocesan authority to hold a series of meetings with political and trade 
union leaders, may assume a new impetus now, as a categorical, committed expression 


of the Church's decision to defend the transition to democracy not merely with its 
preaching. 


The actual continuity of the "reconciliation service" (evidence that the bishops 
are taking the initiative again) will almost certainly be attested to this after- 
noon, when the members of the Social Pastoral Action group receive the leaders of 
both CGTs jointly. 


The simultaneous presence before the bishops of Saul Ubaldini and Jorge Triaca 
(to mention only the leaders who personify both trade union sectors) will be 
raised as evidence of the way in which the negotiations on behalf of trade union 
unity have been intensified, and will become a political event. In turn, it will 
foster the potential of the reconciliation servi: . and will once again put the 


Church at the heart of that endeavor, which is certainly compromising but unavoid- 
able. 


In any event, the meeting with the entire union leadership could become a genesis 
and impetus for a more extensive convocation, capable of including representatives 
from other social and political sectors which are similarly concerned about finding 
both the way to spend the months remaining until the elections and to establish 

now political bases that will render strength and durability to the government 

that emerges from the decisions at the polls. 


On the bishops’ part, it is definitely a matter of resuming now the course of action 
started at the end of last year, which was temporarily interrupted then. 


There are other clearcut indications which lend intensity to this initiative of 
the Church, and which prove that it is a constant concern of the Catholic hierarchy, 
as has been doctrinally summarized and upheld in its latest statements. 


One proof that all expedients will be exhausted is the recent decision made by the 
Social Pastoral Action group to hold a Social Week this August, during which the 
principles of the Church's social doctrine applied to the democratization process 
will be explained and proclaimed. 


The slogan selected, which is now backed by the top-ranking authorities of the 
Bishops Conference, is in itself indicative of the pastoral goal that is being 
pursued: "On behalf of democratic reconciliation, participation and solidarity." 
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COUNTRY SECTION BRAZIL 


PT, PCB MEET TO DISCUSS NATION'S PROBLEMS 
Rio de Janeiro JORNAL DO BRASIL in Portuguese 26 Jun 83 p 5 


[Text ] Sao Paulo--The national directorate of the PT |Workers Party] and the 
nation’s communist leaders who represent the Brazilian Communist Party [ PCB | 
yesterday began a series of meetings to discuss the nation’s problems. Yester- 
day’s meeting took place in the PT headquarters and lasted for over 3 hours. 


At the end of the meeting, both PT national president Luis Inacio da Silva 
("Lula") and Giocondo Dias, secretary general of the PCB, declared that the 
meeting Was profitable and important for a meeting of minds between the two 
groups. Lula said that “the fact that the two parties have met does not mean 
that there are not differences, even profound differences, between them, but it 
does mean there are points of agreement which can be examined more closely.” 


The meeting also served as the first in a program of contacts planned by the rT 
with other opposition parties (excluding the PTB [Brazilian Labor Party |) and such 
groups as the OAB [Organization of Brazilian Attorneys] and the CNBB [National 
Conference of Brazilian Bishops], to propose the drafting of a minimum program 

to unify the struggle for direct elections and against the government's economic 


policy. Lula reported that he had already spoken with Deputy Ulisses Guimaraes, 
national president of the PMDB [Brazilian Democratic Movement Party ]. 


Giocondo Dias, who proposed the meeting to the PT, said that “further meetings 
were scheduled to go more deeply into the more general topics broached today, 

as well as other meetings to deal with specific matters, such as the labor 
movement.” Representing the PT national directorate at the meeting, in addition 
to Lula, were Helio Bicudo, Luis Eduardo Greenhalgh, Jose Ibrahim, Manoel da 
Conceicao, Clovis Ilgenfritz da Silva, Freitas Diniz, Apolonio de Carvalho, Helio 
Doyle, Francisco Weffort and Eduardo Suplicy. Representing the PCB were Dias, 
Hercules Correia, Teodoro Melo, Regis Frati, Salomao Malina and Luis Tenorio. 
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COUNTRY SECTION BRAZIL 


DELEGATION TO VISIT USSR, GDR IN EFFORT TO PROMOTE TRADE 
Brasilia CORREIO BRAZILIENSE in Portuguese 22 Jun 83 p 7 





[| Text ] Next month Itamaraty will initiate a campaign to promote trade with two 
East European countries--the GDR and the Soviet Union--where meetings will be 
held to assess bilateral relations and to determine prospects for the develop- 
ment of economic and technical cooperation. The first meeting will take place 
in Berlin from 4 to 6 July, and the Brazilian delegation will be led by Ambassa- 


dor Ivan Batalha, chief of the European Department of the Foreign Affairs 
Ministry [MRE ]. 


Soviet Union 


From 11 to 14 July, the ninth meeting of the Brazilian-Soviet Joint Commission 
will be held in Mosccw. The Brazilian delegation will be led by Ambassador 
Baena Soares, secretary general of the MRE, and Alexai Manjulo, vice minister 
of foreign trade, will head the Soviet delegation. Brazilian exports to the 
Soviet Union fell 18 percent in the last year (from $621 million in 1981 to 
$509 million in 1982), while imports rose from $18 million to $186 million in 
the same year, because of purchases of Soviet petroleum. 


The Russians use different criteria to measure foreign trade and, for this reason, 
there are differing figures for the trade balance. The Russians take into account 
the country Of origin of products. For example, their import figures for Brazil 
include Brazilian products that enter by the port of Rotterdam and are sold to 


third countries. According to Soviet statistics, the trade balance between the 
two countries in the first 5 months of 1983 showed $241 million in Brazilian 
exports and $30 million in imports from the USSR. 


Petroleum and Ships 


One of the objectives of the Brazilian mission to Moscow will be to discuss with 
Soviet officials the list of products included in the trade agreement signed in 
1981 by Minister Delfim Netto during his visit to the USSR. Brazil wants to 

bring the list up to date, in accordance with its present needs; hence it will 

ask to replace some products with others, such as aluminum and nickel with petro- 
leum. In an effort to diversify the export list, the Brazilian Government will 
propose tying its petroleum imports to the sale of Brazilian manufactured products, 
primarily shoes and textiles. 


The Russians are interested in discussing the sale to Brazil of a roll-on roll-off 
ship suitable for coastal shipping, valued at $17 million, and turbines for the 
Ilha Grande hydroelectric project, although this project has been slowed down 
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because the country has a surplus of electric power. These two sales were 


discussed 3 years ago in previous meetings of the Join: Commission, but nothing 
Was decided. 


Brazil is convinced that, in order to increase its exports, it must also purchase 
more. However, given the need to achieve a positive balance of $6 billion on 
overall trade this year to meet its commitment to the IMF, there are no indications 
that trade with Eastern Europe will increase in the desired proportions. In 1982, 
Brazil signed a long-term contract to supply $15 million worth of beef and 

chicken to the Soviet Union, and it hoped to increase exports of commodities 


(soybeans, coffee and cacao), which became unlikely in view of the large Soviet 
grain crops this year. 


In the area of cooperation, the Soviet Union is already participating in the 
production of ethyl alcohol from wood, in a complex constructed in Uberaba. 
There will also be a discussion of cooperation in the exploitation of Carajas 
copper, and a meeting is planned of the science and technology committee, 
representing institutions from both countries. 


East Germany 


With the GDR, Brazil will discuss the possibility of increasing bilateral trade, 
which grew 33 percent between 1981 and 1982. In 1981 a memorandum was signed 
guaranteeing reciprocal financing between the Bank of Brazil and the Deutsch 
Hansenhandelbank of Berlin, in the amount of $200 million, to promote exports by 
the two countries. 


Brazil also wishes to diversify the list of exports to the GDR, based on coffee, 
soybeans, textiles, tobacco, leather and shoes. 





Trade with the East Germans has been seen to be dynamic. 


The GDR and Bulgaria are the only Eastern European countries whose trade with 
Brazil has grown in the past year. There are industrial cooperation programs for 
the manufacture of derricks and of a special glass for microscopes, with the 
expectation of the transfer of German technology. 


The fifth meeting of the Brazilian-GDR Joint Commission will begin on Monday, 
4 July, and the leader of the GDR delegation will be Wilhelm Bastian, vice 
minister of foreign trade. 
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COUNTRY SECTION BRAZIL 


BRIEFS 


ARMS EXPORTS TO REACH $1.5 BILLION--Juiz de Fora--Jose Luis Whitaker Ribeiro, 
president of IMBEL [Ordnance Industry], confirmed in Juiz de Fora that Brazil's 
arms exports should amount to $1.5 billion this year, triple the figure for 1982. 
This prospect confirms Brazil's position as the world’s fifth largest exporter of 
war materiel and “indicates a more favorable result than foreign sales of 
coffee.” Ribeiro, who assumed direction of IMBEL at the end of 1982, is one of 
the principal advocates of denationalization of the company and its merger with 
ENGESA [ Specialized Engineers, Inc ], of which he is also president. "Last year, 
for example, IMBEL, with 4,700 employees, had a negative balance of $38 million, 
Whereas ENGESA, with 3,800 employees, showed a profit of $30 million. This is 

a strong argument for denationalization,” he observed. According to Ribeiro, 
ENGESA*s success, in contrast to IMBEL, is the result of the orientation of their 
production. Whereas ENGESA is geared to foreign trade, almost all of IMBEL'S 
production is tied to the domestic market, serving the armed forces, "a small 
consumer." Today ENGESA places its products in 32 countries and will signifi- 
cantly expand its share of the international market upon its association with 
IMBEL. The new IMBEL philosophy will permit the creation of 100,000 new jobs, 

a prospect which the president of the company considers cause for great optimism 
in today’s Brazil. Another advantage mentioned inthis regard is that IMBEL 
intends to keep on all the manpower already employed in the industry. [Text ] 

[Sao Paulo 0 ESTADO DE SAO PAULO in Portuguese 8 Jul 83 p 5] 6362 


FARMERS PROTEST IN PARANA--Close to 2,000 farmers from every region of Parana-- 
and some from Santa Catarina--held a demonstration yesterday morning in Cascavel, 
in western Parana, against what they called "the ineffectiveness and irrespon- 
sibility of official decisions regarding the sector.” After meeting in the 
Commercial Club of the city, where the leaders went so far as to request that 
“the army return to the barracks,” the farmers began a procession, with over 100 
tractors, from Avenida Brasil (Cascavel’s major street) toward the regional 
office of the Bank of Brazil, causing the largest traffic tie-up ever seen in 
the city. The rally was attended by Claus Magno Germer, Parana’s secretary of 
agriculture, Nelson Friedrich, secretary of the interior, Dom Armando Cirio, 
archbishop of the city, and several federal and state deputies, including one 
PDS [Social Democratic Party] deputy, Edgar Pimental. [Text ] [Sao Paulo 0 ESTADO 
DE SAO PAULO in Portuguese 3 Jul 83 p 53 6362 


DELIO ON CIVILIAN PRESIDENT--Delio Jardim de Mattos, Minister of aeronautics, 
said yesterday that he would prefer a civilian to suceed President Figueiredo. 
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He was the second military minister to openly support a candidate who is not 

a member of the Armed Forces, following Adm Maximiano da Fonseca, minister of 
the navy. Neither man made a distinction between civilian and military citizen- 
ship, but they indicated a preference for a civilian candidate because this would 
represent full political normalization and spare the Armed Forces from possible 
erosion. General Delio, who spoke in Campo do Afonsos, in Rio de Janeiro State, 
cleared up a recent statement attributed to his navy colleague. He explained 
that Admiral da Fonseca had not said that a military candidate might emerge 

"if it proved to be impossible to reach a consensus regarding the name of a 
Successor,” but that the politicians themselves, on their own responsibility, 
might choose a military officer. Delio also believes that the ca™paign will 

be temporarily suspended during Figueiredo's absence; he observed that "the 
President of the Republic is the coordinator of the succession process." He 
noted that he had not made any prediction for the record regarding the medical 
tests to which Figueiredo would be submitted. He said be believed that the 
president might take some time off to convalesce, which he considered norma}. 
“But I am speaking as a friend, because the doctors will set the criteria, 
naturally,” he stressed. [Excerpts] [Sao Paulo 0 ESTADO DE SAO PAULO in Portu- 
guese 6 Jul 83 p 5] 6362 


FOREIGN VESSELS’ DEPARTURE--Adm Maximiano da Fonseca, minister of the navy, 
reported yesterday that all the foreign vessels which had violated Brazil's 
territorial waters disappeared following his announcement that he would shoot to 
sink the vessels if they continued to fish for our shrimp off the coast of 
Amapa. He warned, however, that a Coast Guard Vessel is still patrolling the 
region, should there be any incident. According to the admiral, his intent is 
not to sink any ships but to assert Brazil's sovereignty in our territorial 
waters. He added that in the first 2 days after the directive went out to cink 
any ship which violated our territorial waters, not a single foreign vessel came 
to fish for shrimp in the coastal region of Amapas. The navy minister stressed 
that he is seeking a way to revise the law regarding the fine to be paid by 
foreign ships seized with fishing equipment and shrimp within 200 miles of 
Brazil which is considered Brazil's exclusive economic zone. The fine is current- 
ly 1 million cruzeiros and the minister intends to revise it to $10,000. 
(Text ] [Brasilia CORREIO BRAZILIENSE in Portuguese 22 Jun 82 p 7 | 6362 
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COUNTRY SECTION CHILE 


FEDERICO WILLOUGHBY PROMOTES CIVIC-MILITARY MOVEMENT 
Santiago EL MERCURIO in Spanish 12 Jun 83 p D5 


[Report on interview with Federico Willoughby by Raquel Correa; date and 
place of interview not specified] 


[Text] He is passionate in his views, controversial by nature, sarcastic, 
with bright eyes. He is not afraid to get into tight situations; on the 
contrary, he seems to enjoy them. One of his favorite expressions is: 
"This must be done without thinking." He talks loudly, energetically, un- 
tiringly, as quickly stating that he supports Provisional Article 24 as 

he does "two-way streets: let people like Zaldivar come back and let those 
who are so dissatisfied leave." 


One of his favorite targets is trade unionists--"self-styled trade unionists," 
he explains every time--and although he points out that "they have been 
positive in some respects," he describes them as "an elitist, closed, person- 
alistic group, the sole government party." 


In his home, he seems more like a knight of old than an ideological warrior, 
not only because of his beard, which resembles that of his grandfather, 

but especially because of the formal atmosphere surrounding him. A collector 
of many things, he owns a good selection of Chilean paintings and some histor- 
ical treasures, such as the writing desk of Arturo Alessandri--and Jorge 
Alessandri, he adds--which he uses only for writing by hand. A letter from 
Diego Portales is displayed on the wall of the desk which he uses for typing. 


A journalist who has devoted himself for years to political commentary 

from his own particular perspective and a farmer from Melipilla ("I come 
from a family of farmers and seamen centuries old"), he advises the president 
of CODELCO [Copper Corporation] on administrative and personal affairs. 

His name acquired political notoriety in the military government: he was 

the first press secretary of the ruling junta and one of the few civilians 
who spent the night of 10 September 1973 at the Ministry of Defense. 


He became General Pinochet's press secretary after serving as a government 
spokesman. And although this all seems like past history, Willoughby is 

still making news today: he is--although he does not like to be described 
as such--one of the promoters of the debated Civic-Military Movement [MCM]. 
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He defines himself as an outright nationalist. And a democrat, he emphasizes. 
"My loyalty to Alessandrism and Peluconism is still intact," he explains. 

"The military government is a stage in the national course of events and 

I have cooperated with it; but there are principles, admirations and loyalties 
which precede and follow this." 


[Question] Why aren't you among those who want to launch the "Alessandri 
alternative"? 


[Answer] I'm not familiar with that alternative. 


[Question] I'm referring to the proposed approval of the draft constitution 
of the Council of State that Alessandri chaired. 


[Answer] To my knowledge, that is an idea that would upset and disgust 

Jorge Alessandri. One of the reasons I admire him is because he is a person 

of great judgment and, moreover, totally without selfish ambitions. This 
country has a constitution and that is the one that will be applied! Everything 
else is lucubration. 


Nationalist Guiding Principles 


[Question] This week in Vina del Mar, you appeared to be leading the naticnal- 
ist movement together with Pablo Rodriguez and Gaston Acuna. Since nationalism 
is not a univocal term and most people compare it to National Socialism, 

it is of interest to know what you mean by nationalism. 


[Answer] Chilean nationalism is a democratic nationalism, first of all, 

which embraces the traditions and customs which arose during the country's 
formation and which expresses, through Chile's most representative aspects-- 
its traditions, its military glories, its symbols, its folklore, its culture-- 
the soul of the nation. 


[Question] When you say you are nationalists, no one interprets that to 
mean that you are promoting some form of amusement or a rodeo, but rather 
an ideology. 


[Answer] That's what it is; that is what is also involved in public life. 
Nationalism has an ideology, a position on different objective problems. 

And one objective problem is how society is to be organized. I already 

told you that, above all, Chilean nationalism is democratic. * 


[Question] Then are all political parties nationalistic? 


[Answer] Yes, if they subscribe to these principles. But we nationalists 
think that the political parties in Chile have never been representative 

of the citizenry. At the peak of their development, they managed to enlist 
only 7 percent of the electorate. We nationalists also think that political 
parties have traditionally been a form of class expression: right-wing 
parties were an expression of the self-styied enlightened classes; centrist 
parties represented the middle class, and working-class parties were an 
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expression of the proletariat. In playing at democracy, these parties have 
played into the hands of communism, which gains advantages in the class 
struggle. 


[Question] You said before that you supported the existence of political 
parties. Has Pablo Rodriguez now convinced you? 


[Answer] No, I believe that political parties must exist, but not have 
custody and a monopoly over the country's political life, because they are 
not representative of the majority. 


Definition of Democracy 


[Question] You just defined yourself as a democrat ... what do you mean 
by democracy? 


[Answer] Democracy is characterized as being a state of law, in which the 
law has priority, as having a legitimate authority freely elected by the 
people and strict respect for human rights. If those characteristics do 
not exist, there is no democracy. 


[Question] How would you describe the present Chilean political situation? 


[Answer] We are in a period of transition to democracy. The president 
defined it not long ago as a nationalist democracy. And that is quite clear 
in the 1980 constitution and in the government's aims: a democracy expressed 
in the social grass roots, in the intermediate organizations that are most 
representative in society. 


[Question] An organic democracy ...? Are you a corporatist now? 
[Answer] I am not a corporatist. 
[Question] Since you are linked to corporatists .... 


[Answer] If you are referring to Pablo Rodriguez, he is not a corporatist. 
You must have read some publications that labeled him a corporatist, but 

you certainly didn't read them to him. He supports the view of organic 
democracy. Corporatism is a very antiquated notion, as antiquated and wornm- 
eaten as those people who dress in black and walk around wearing swastikas. 
Those nationalists who disguise themselves, they are buffoons! That is 

the ruse used by experts in terrorist campaigns for those who are least 
alert. 


Among nationalists with a newspaper as a rostrum, Willoughby stands out 
because he focuses his criticism more on politics than on economics. He 
states: "There has been no definition guiding the people toward a constant. 
Goals have become blurred .... Some people who have taken part in political 
management are brilliant and have many other virtues, but they have also 
blurred their presence and seem to be passing on to the chief of state the 
responsibility for steering in one direction or the other, without assuming 
responsibility either for success or defeat. 


3h 








[Question] You who have the blood of seamen in your veins are well aware 
that the captain of the ship is responsible for the ship. 


[Answer] In this case, no. The captain steers according to the signals 

he is given and if he given the wrong depth, a different angle, a different 
mechanical capacity and, finally, if he is told that the crew is happy and 
there is really a mutiny on board, naturally the captain is going to make 
mistakes. 


"Hard-Liners" and "Soft-—Liners" 


[Question] For years, a more and more intense internal conflict has existed 
between the government factions known as the "hard-liners" and "soft-liners." 
To which of these two groups--Pablo Rodriguez’ nationalists or Jaime Guzman's 
trade unionists--do you think that General Pinochet feels closest? 


[Answer] This invention of hard-liners and soft-liners belongs to EL MERCURIO p 
and originated with the unsuccessful visit to the Philippines. It basically 
served to draw a line between personal differences. The two factions have 
this in common: the sincere desire for this government to succeed. The 
difference lies in the fact that the self-styled trade unionist faction 

is responsible for the management of the country's sociopolitical situation 
of the last few years and the nationalist faction has cooperated silertly 
and loyally with the president, without asking for or being called on to 
share government responsibilities. We have stayed in close contact with 

the chief of state and he has been and is very deferential in listening 

to our positions. 


[Question] If he has been governing with one faction and has been deferential 
to the other, it is obvious that he prefers the one with which, in your 
words, he has been governing .... 


[Answer] The faction that has used power ... let's be cruder in describing 
the situation! There is one faction which has used power and another faction 
which has not. Nationalism is waiting. 


[Question] Do you think the time for change has come? 


[Answer] In politics, the circumstances must be evaluated. At the present 
time, when they are saying that there is a political crisis, another change 
would be like rats abandoning the ship. What I can say is that the government 
is nationalist and that the forces we are talking about are not nacionalist, 
rather they are parasites of the government's nationalism: they have made 

use of it, but they are basically a force openly seeking an alternative, 
whether on their own or through an alliance with political parties. 


[Question] You're contradicting what you just said: that both groups want 
the same thing: for the government to succeed. 


[Answer] I sincerely believe that they feel positively about wanting the 
government to succeed, ultimately out of an instinct for self-preservation. 
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But that does not excuse them from res Liity for failures, for this 
closed-leadership management that has isolated the government from the grass 
roots and which has resulted in growing dissatisfaction that is now becoming 
obvious, and for which they are unfortunately blaming the Armed Forces and 
the president of the republic, who are not guilty. 


Willoughby nevertheless claims that there is no political crisis: ''The 
country is in a situation that is comparatively much more stable than others." 
And he asserts that "the protest of 11 May and the one organized for 14 June 
are nothing more than steam being let off, an indigestion of public opinion. 
And for Tuesday, I would recommend discretion." 


[Question] Do you believe that this conflict between supporters of the 
regime is beneficial to the government in some way? 


[Answer, Yes, because it provides a stimulus. Those who are frightened 
by conflict are generally the mediocre, the bureaucrats, those who are ex- 
cessively fond of positions, intrigue, palace circles. They believe that 
these trends may mean a loss of the small privileges they enjoy--a car, 

a secretary--so they are terrified. I believe that the airing of opinions 
is very healthy and I therefore support freedom of expression. 


The Movement 


Practically since the time he stopped being a government official, Willoughby 
has been promoting a "civic-military integrative movement." 


He explains: "I remember very well that in one of the proclamations of 

11 September, the citizenry was called on to form a civic-military movement. 
Six months later, the ruling junta, in this regime's founding document-- 

the Declaration of Principles--tacitly called on citizens to do so. As 

a citizen and as a political analyst, I interpret that as the natural trend 
which must be taken by the social forces that converged to produce 11 September 
1973. When those forces unite and converge again, they will give this govern- 
ment strength and influence. It is not a problem of today or tomorrow, 

it is the problem determining the regime's continuity." 


[Question] Since you are organizing the movement, you must know how it 
is taking shape .... 


[Answer] I want to be very clear about this. I am not the one organizing 
the movement! The MCM has been a goal of the Chilean Armed Forces and Customs 
Officers since 11 September 1973. It is a desire of the president of the 
republic, a desire that he has reiterated on six occasions. And I have 

here the documents to prove it. I am possibly one of the promoters of this 
idea. But I am not its leader, nor its author, nor its administrator. I 
consider it a good idea and I am betting that it will be successful, because 
therein lies the success of the regime's influence. I believe that the 
success or failure of achieving this government goal--Willoughby emphasized 
again--depends solely and exclusively on the willpower that the pres dent 

of the republic exercises in implementing it. We cannot wear the people 

out for 10 years with imprecision and vagueness. 
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[Question] To what do you attribute the fact that the MCM has never 
crystallized? 


[Answer] To the fact that those in charge of developing it have applied 

the brakes instead of pressing on the accelerator. There are mayors who 

were called directly by high government officials, forbidding them to parti- 
cipate, to hold meetings or to demonstrate in its favor. Some mayors who 
participated were removed from office and even as late as 5 August 1981, 

a government official published an explanation in the press, stating that 

he was innocent of this thing which he had allegedly requested of the president. 


Supporting evidence: the president of the republic called for the establish- 

ment of the movement of 11 September 1980. On the following day, the interior 
minister at that time put aside the idea. On 31 July 1980, the Ministry 

of the Interior decided that it had to emphasize the political recess, because 
the MCM had taken shape with sufficient force durine that period. And within 

24 hours, two confidential memoranda--of which I have copies--were distributed 
by the Undersecretariat of the Interior, instructing government officials 

to oppose the formation of any movement of government supporters or opponencs. 
And the director of mass media at that time, during a press conference, 

asked the citizenry to denounce those participating in such activities so 

that the respective measures could be taken. 


[Question] On 25 May, General Pinochet repeated his call for the MCM. Do 
you believe that it will now become a reality? 


[Answer] It depends solely on the president of the republic whether this 
goal of his and of the Chilean Armed Forces and Customs Officers will be 
successful or will fail. During my recent tour through the provinces, I 

saw that there is a great deal of faith that the president will be able 

to overcome the difficulties that previously prevented him from developing 
the idea. 

What and Why 

[Question] Have orders been given for issuing membership cards for the MCM? 


[Answer] I think that membership cards won't be necessary. 


[Question] How will someone who is a member of the MCM identify himself from 
someone who is not? 


[Answer] In just that way, by whether he is or is not a member. 
[Question] How will anyone know? 


[Answer] People will know by simply being told. People will be asked: 
Are you a member? Yes, I am a member. No, I am not a member. 


[Question] If the MCM is what the government wants, why have municipalities 
not yet received instructions as to how to proceed? 
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[Answer] The request is very simple: people should go to the municipality. 
Mayors have already held a conference and know that they must organize demo- 
cracy at the grass roots, with the existing organizations operating within 
the community. When people talk about instructions, it's not very clear 

to me what sort of instructions are meant. What I do know is that there 

are many people who have gone to the municipalities and have been told that 
nothing can be done until instructions are received, because the ordinances 
banning the establishment of the MCM are still in effect. 


[Question] For the MCM to be successful this time, do you believe that 
there must be some changes of mayors who are opposed to its establishment? 


[Answer] Naturally. But basically, the only thing required is that the 
Armed Forces--which inspired the idea--and the president of the republic-- 
who actually made the request--see that it is implemented. Everything else 
is irrelevant. 


[Question] How many people do you suppose or estimate will join the movement? 


[Answer] I don't know. I would put that question to the minister of the 
interior, who has responsibility for municipalities. 


[Question] What would you think if the thousands of Chileans who are in 

the PEM [expansion unknown] and the POJH [expansion unknown] were to rush 

to join the MCM through the municipalities? Wouldn't you consider that 
morally illegitimate pressure from the standpoint of the unemployed, besides 
a government swindle? 


[Answer] All pressures are illegitimate, but at the same time I maintain 
that it makes no sense for the government to be helping those who are its 
enemies. 


[Question] Do you think that the POJH and the PEM are a way for the government 
to help its friends? 


[Answer] I am saying that the government should give preference to those 
who are its supporters over those who are its enemies. I consider that 
the most minimal logic. 


[Question] The programs of the POJH and PEM are palliative measures for 
the problem of unemployment and are not political favors .... 


[Answer] Jobs are being given to those who are unemployed, but in general 
the logical thing is to give preference to friends over enemies. Anything 
else would be foolish. I would not lend a whetstone to someone sharpening 
a knife in order to bury it in my back. That would simply be stupid. 


[Question] You toured the regions on your own initiative, and ...? 


[Answer] Privately, personally, and paid for with my own money. I must 
be fair in admitting that I occasionally received the valuable support of 
CEMA-Chile [expansion unknown] through Mrs Lucia. From the outset, she 
understood that this had far-reaching political importance. 
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[Question] Don't you think that the MCM may mean a final break between 
those who, with more or less reservations, have been supporting the government 
thus far? 


[Answer] Those supporting the government with disinterest must realize 

that this goal of the Armed Forces and this idea of the president of the 
republic are intended not to resolve a momentary problem, but to project 

the government forward. Those who have opposed the movement are, without 
exception, people who propose different presidential solutions. Everything 
that is being said in opposition is false, a pretext to hide the fear that 
there may be, between the people and the government, communication which 
does not go through closed groups functioning as an elite and which prevent-- 
or obstruct--the people from reaching the authorities directly .... 


[Question] The establishment of an organic movement, in support of the 
government, in a country in which partisan political activity is banned .... 


[Answer] Organic means organized. Franco had it. Churchill had it. DeGaulle 
did too. Interparty movements which included various political parties. 
Movements superseding the classical structure of a political party occur 
during great historical periods. This could be the case. It is a question 

of giving a doctrinaire--not an ideological--content to this new institution- 
ality operating from the social grass roots. Otherwise, it would have no 
mystique, no soul. Nationalism, love of country, impartiality of authority, 
austerity, all those principles of the Chilean Government are adead letter 

if they are not applied to a concrete reality. On che other hand, the comple- 
mentary laws enacted to organize the municipality as the basis of democracy 
will be a dead letter if they are not motivated by organized community action. 


[Question] Are the Communal Development Councils (CODECOS) a reason for 
the MCM? 


[Answer] I believe that the CODECOS are the vehicle through which grass-roots 
democracy can be developed. And the MCM's starting and ending points are 

to be found in the same place where the Communal and Regional Development 
Councils developed. The idea is so clear that in March 1974, the Declaration 
of Principles stated that "the ruling junta considers it part of its mission 

to inspire a great new civic-military movement, which is already arising 

from the reality of events and which will project the present government's 
work into the future productively and lastingly. The ruling junta,"' Willoughby 
read, emphasizing each word, "calls on all Chileans who wish to be partners 

in the new era of national reconstruction to join that great movement." 


Specific Goals 


"Tt is," Willoughby continued, " a very broad appeal. I think that the 
government's base of support is more or less equivalent to 60 or 70 percent 
of the country's population. This is an appeal to unite civilians among 
themselves and to unite civilians with this military process." 


[Question] Is it for nothing more than unity? 











[Answer] Quite a lot remains to be done. 
[Question] Isn't this in order to carry out specific tasks? 


[Answer] People never unite for nothing. They unite to help push a car, 
to put out a fire, to lift something heavy. 


[Question] In this particular case, what is it for? 


[Answer] There is a tremendous job of civic education to be done through 
neighborhood councils: instructing the people as to what their rights and 
obligations are, guiding parental centers concerning their family responsi- 
bilities and their role within the new plan for modernization of education 
connected with municipalities. There is a role which must be fulfilled 
with regard tc the municipality's work in the urban planning of cities, 

of growing communities, of recreation and sports, of culture, and of civic 
awareness of the new regulations to which we are subject. There is a vast 
area for positive action. 


[Question] And is that why people need to become members? 
[Answer] So that direct, organic contact will work at the grass-roots level. 


[Question] You said that those opposing the MCM are doing so for political 
reasons. However, its detractors--both members of the government and demo- 
cratic opponents--see it as "a natural sole party of totalitarian governments." 


[Answer] That is false. The MCM is not and cannot be a political party! 

If it were, it would have to end with the partisan political recess and 
equal opportunities would have to be given to both that party and the others. 
But it is, on the contrary, a mechanism for civic liberalization with room 
for all democratic factions. 


[Question] But you yourself described it as "a base of support for the 
government." Isn't that political? 


[Answer] Political parties are civic organizations which propose to obtain 
political power in accordance with an ideology. 


[Question] They can also be organizations which support the established 
political power .... 


[Answer] I mean that the patriotic aim of the president of the republic 

is to make it possible, during the transition period, for a democratic process 
to grow, especially at the grass-roots level, a process occurring through 

a civic integration of the citizenry into a movement which has an organic 
form, specifically within municipalities. I would honestly not support 

the movement's establishment if I believed that it involved an undemocratic 
idea .... I was subjected to a series of unwarranted attacks when my only 
role in this sad affair is that I support the idea. I am not its owner, 

its administrator, nor its leader. Those attacking me are attacking the 
administration. 
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[Question] But the will of the administration in creating it is not very 
clear .... 


[Answer] The idea is clear. What is lacking is the will. 
[Question] By General Pinochet? 

[Answer] No. 

[Question] Has he encouraged you to promote the MCM? 


[Answer] ... One of the reasons I want him to be successful with this idea 
of his is that I am fond of him personally. 


[Question] But the presidential desire for the people to cooperate--as 

he said in Concepcion--is one thing and it is another for them to register 
with municipalities. In a regime without political parties and without 

a national congress, it could become a sole party even though he would not 
want it to. 


[Answer] In practice--Willoughby replied sarcastically--trade unionism 

has been a sole government party. In the worst case, there would be two 
parties. But I am not admitting in any way that the MCM is a political 
party, as claimed by all those who have an axe to grind. I honestly believe 
that this is a road that will lead us to democracy and to unity, in order 

to solve the problems of the community, of which there are many. The aim 

is to bring about the development of grass-roots democracy and one of the 
aims of grass-roots democracy is the confrontation of ideas. 


[Question] There can be a confrontation of ideas by different means, not 
within a sole movement. 


[Answer] It is not a sole movement! That is an obsession of yours. 
[Question] Is it possible to have a civic movement opposing the government? 


[Answer] We both know the answer to that question. But I do believe that 
the MCM is a constructive, pluralistic opportunity. And if I didn't believe 
that it is a way to democracy, I would not be involved in this. 


[Question] Some people have interpreted it more as a way to populism than 
to democracy .... 


[Answer] All initiatives that do not arise in the shadow of the government's 
parasites are given nicknames; they come to be considered dangerous and 
editorials are written against them. The case of populism is just one more 
example. The government's policy of recent weeks, allowing people in debt 

to be given better payment conditions, allowing them to purchase certain 
fuels more cheaply, letting them have an incr2ase in their wages, permitting 
a Socioeconomic Council to be established, allowing underprivileged Chileans 
to have greater participation .... If that is populism, let's go ahead 

with populism! As for the cost, nothing could be more costly for Chile than 


the transparency, the comparative advantages and that whole pattern that we 
have had. Why be so afraid of the gas union or the UF? 
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COUNTRY SECTION CHILE 


WEEKLY REPORTS ON MERCHANT MARINE ACTIVITIES 
Santiago ERCILLA in Spanish 15 Jun 83 pp 16-17 
[Article by Andres Adler: "The Chilean Merchant Marine--Flags and Tons"] 


{(Text] The nation's merchant fleet today has the highest 
tonnage in its history although, for various reasons, one- 
third of its capacity sails under flags of convenience. 
Ships flying the Japanese flag hold first place in mari- 
time shipments to and from Chile. 


The topic of the merchant marine once again came out in what might be called 

the ocean of public opinion. The matter emerged due to an event which might 
seem almost anecdotic. The recent arrival, in Chilean ports, of the vessel 
"Presidente Gonzalez Videla" which, although it bears the name of a former 
Chilean chief executive, sails the world's oceans, flying & flag of convenience, 
in this case, the flag of Panama. 


Chile is one of the countries with the longest shoreline and 93 percent of its 
foreign trade is handled by sea. These circumstances, combined with other 
considerations pertaining to the country's geographic location and geopoli- 
tical factors, have meant that, according to some experts in this field, the 
nation's merchant marine should have a cargo capacity of 3 million tons. 


The facts and figures show that we are very far away from that ideal goal. 

In the more recent past, the merchant fleet's tonnage came to 1,170,000 tons, 
distributed over 92 ships. Out of the total cargo capacity, only 63 percent 
are under the Chilean flag whereas the rest use the so-called flags of con- 
venience even when they are registered either in the country or abroad, as in 
the case of some of them, while others belong to Chilean ship operators. 


Ship Operators 


The horizon which the ANA (National Ship Operators Association) contemplates 
for the nation's merchant navy through its manager Sergio Nunez is not entirely 
promissory. According to the chief executive of that union organization, which 
includes the country's biggest shipping enterprises, the current situation in 
the international and the domestic economy meant that the Chilean merchant 

navy today faces a crisis which threatens its existence on minimum levels due 
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to the fact that there are no provisions that would promote it and permit its 
continued existence, as in the case of similar institutions in other countries. 
To prevent that situation, the ANA suggests, full-speed, to the authorities 
that they adopt some measures. 


Sergio Nunez feels that maritime transportation must be the exception that 
confirms the general rule of the effectiveness of the free-enterprise economic 
system. He says that not even in the United States is there any orthodox 
application of the standards of free trade to maritime transportation. Sergio 
Nunez also calls for some protectionist provisions to be issued for Chilean 
shipowners. 


The situation estimate prepared by ANA personnel did not just float away but 
was rather picked up by Carlos Villegas Lorca, office chief in the Under- 
secretariat of Transportation. He repeated that "All sector activities are 
conducted for the benefit of the country and the community," emphasizing that 
current provisions in force favor the user and do not deprive the merchant 
marine of any protection. 


Villegas said that proof of this can be found in the current tonnage of the 
nation's merchant fleet which is the highest in the country's history. The 
Ministry of Transportation spokesman also pointed out that some measures 
indirectly helped the merchant marine such as the elimination of government 
monclopy in force; the termination of the labor union monopoly; continuation 
of the special purchase fund up to the payment of obligations undertaken by 
ship operators and customs exemptions for the importing of vessels larger 
than 3,600 tons or longer than 120 meters. 





Access to Charter Rates 


Access to charter markets is another point on which there is a discrepancy of 
opinions between the Transportation Ministry and the ANA. The law governing 
the merchant marine, passed in December 1979, eliminated the cargo reserve 
and replaced it with the principle of reciprocity. By virtue of the former, 
a percentage of the foreign trade freight rates originating in the country, 
in this case, 50 percent, was set aside in an absolute, total, and final 
form. In the system now in force, on the other hand, difficulties arise or 
are removed depending on those that the country of destination establishes 

or eliminates. 


In this respect, the ANA feels that, although the basic principle is adequate, 
it does believe that the text of the law is not explicitly clear, that 

various interpretations are possible, and that it was definitely not correctly 
applied. 


Carlos Villegas said that the respective ministry has been active in protecting 
the principle of reciprocity. He pointed out that proof of this can be found 
in the fact that authorization was obtained from Peru for Chilean merchants 

to be able to transport cargo generated in that country, a situation which 

was repeated in the case of Ecuador. Similar negotiations are being carried 
out along these lines with Colombia and Venezuela. 
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Coastal shipping, maritime transportation originating and ending along the 
nation's shoreline, is reserved for Chilean vessels but the law allows a 
loophool which permitsthe participation of foreign vessels through the 
expedient of competitive bidding. 


This topic is tackled in a different manner by the ship operators and the 
government agency from their respective management positions. Sergio Nunez 
asserts that, due to taxation and labor costs, the Chilean shipping enter- 
prises are suffering losses in handling this type of transportation which is 
why they participate in it with ships leased from abroad. The Transportation 
Ministry confined itself to remarking that coastal shipping in 1982 was 
handled to the extent of 98.5 by Chilean ship operators. The exception is 
represented by the transportation of a special shipment for which there was 
no suitable Chilean vessel. 


Flag of Convenience 


In the midst of this storm of opinions and statements, there arises one dis- 
puted aspect in mercantile shipping operations. It involves the use of 
flags of convenience. 


According to statistics supplied by the ANA, when the current merchant navy 
law went into effect, the fleet sailing under the Chilean flag was slightly 
larger than 1 million tons. That marked the high point (today the figure is 
only 734,000 tons), according to the union organization's manager, and this 
is due to two factors: A fictitious rate of exchange, which caused one of 
the highest crew wage cost figures in the world, and the failure to apply 

the Labor Plan to shipboard personnel. In view of this combination of facts, 
Chilean ship operators decided to put their ships under the flags of other 
countries, with subsequent economic benefits, since their costs went down. 
The ships indeed continued to be owned by Chilean enterprises. 


After the change in the rate of exchange, the main reason cited by Chilean 
operators for the increased use of the flag of convenience on their vessels, 
there began a return to the use of the national flag. 


However, this return was slow and did not take place with the hoped-for speed. 


Ship operators have an explanation for that and it can be found during the last 
days of World War II when Chile declared war on Japan. 


At that time, a law was passed which established a series of restrictions on 
the operations of domestic shipping enterprises. The ships could not be with- 
drawn from traffic, nor could they be leased out, nor could they be sold with- 
out permission from the government, which is why the operators were very 
cautious. Everybody assumed that those provisions would be repealed by virtue 
of the end of the war, to be followed by other legal provisions. But the sur- 
prise came from the Office of the Comptroller General of the Republic who 
issued a ruling because of a problem with some fishermen and who stated that, 
as far as the merchant marine was concerned, the law deriving from the declara- 
tion of war on Japan during the 1940's continued to be in effect. 
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In view of this situation, the ANA chief executive feels that "since there 
is no real benefit connected with flying the flag of Chile, because none of 
the protection mechanisms work, the ship operators prefer not to run the 
risk of winding up with an idle inventory." 


The situation continues to be rather odd to look at in view of the active 
trade between Chile and Japan and even more so when we realize that ships 
of that Asian nation carry 27.3 percent of Chile's foreign trade by sea. 


Today, 3/7 percent of the tonnage of vessels owned by Chilean shipowners fly 
the flag of convenience. 


Under current circumstances, and without any intention to engage in any pre- 
mature cheering, what the ANA requests is the application of legislation 

not subject to interpretations and adapted to the rules and systems governing 
international maritime transportation which permit agreements between shipping 
companies. 


On the government level, on the other hand, it is pointed out that the rules 
of the game are clear and that the suggestions of the shipowners to improv2 
current provisions will be taken up at the proper time. 

We certainly hope that the Chilean merchant navy will at last find a favorable 
wind blowing which will enable it to make port safely. 
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Flags of Ships Handling Chile's Foreign Trade in 1982. Key: 1--Japan; 
2--Others; 3--Greece. Source: Transportation Ministry. 
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COUNTRY SECTION COSTA RICA 


OIJ CHIEF PREDICTS INCREASE IN TERRORISM 
San Jose LA NACION in Spanish 19 Jun 83 ENFOQUE Supplement pp 1-2 


[Interview with Eduardo Aguilar Bloise, OIJ general director, by Edgar Fonseca; 
date and place not specified] 


[Text] Eduardo Aguilar Bloise, general director of the Judicial Investigation Agency 
(OIJ), has advocated an immediate strengthening of all the country's security 
forces for the sake of preserving democracy and the traditional peaceful atmosphere. 


In the first part of an interview granted to LA NACION, Aguilar cautioned that, 
either we stop acting short-sightedly in that area and lend the necessary assistance 
to the agencies responsible for security, or "we shall have to pay a very high 

price in pain and bloodshed." 


Aguilar's warning comes at a time when there are persistent rumors that the terror- 
ism hit hard by the authorities in 1981 and 1982 is preparing to return to its bold- 
ness again. 


[Question] So, despite the blows, the problem has not been eliminated? 


[Answer] No; terrorist crime will increase during the coming months. What was 
discovered was only a part of it. If there has not been more action it is because 
those groups have not wanted it; but we are part of the left's total strategy to 
lead us to the same situation as that of the other Central American countries. 

It seeks to lead us into chaos within a very short time. The country will have 

to face incidents such as kidnappings and attacks. 


[Question] But do conditions for that exist? 


[Answer] Yes; the individuals whom we took to court were a very small group. In 

the specific case of "The Family," we estimate that the organization recruited about 
1,000 persons in different parts of the country. Furthermore, with other groups, 
such as the Salvadorans or Nicaraguans, who enter here "as if they own the place," 
we can at any time expect attacks such as the one on Kosuga or the one on Palomo. 
That is one side of it; om the other, the economic crisis is having repercussions. 
Unemployment is increasingly widespread and the Costa Ricans' living conditions 

are becoming more difficult. 


That is the breeding ground conducive to the development of crime, not only common 
crime but that of the terrorist types as well. For example, it is only logical 
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that leftist groups which foster this kind of action should more easily recruit a 
citizen who is unemployed and who has no money with which to feed his children. 


[Question] What is OIJ doing? 


[Answer] We are a repressive police force; we act once the crime has been committed. 
The prevention work is not assigned to us. Nevertheless, we train our personnel 
to be prepared to investigate and detect any possible crimes of that nature. 


[Question] Where are they trained? 


[Answer] Internally, and we try to obtain grants abroad. At the present time, 
owing to budget problems in the Supreme Court of Justice, we have no funds for 
sending people abroad. 


[Question] Haven't grants been received? 
[Answer] They have not actually been given to us. 
[Question] However, are there not groups available to investigate those crimes? 


[Answer] Yes, there are. We have groups which have specialized more in that field. 
They are familiar with the terrorists’ tactics and techniques, with how they act 
and what their methods are; so that once the crime occurs, they can act efficiently. 


[Question] Has that work disclosed to you how many terrorist groups similar to "The 
Family" are operating in the country? 


[Answer] I cannot say exactly how many, but we have discovered them, and we have 
passed on the information to National Security, on at least two or three groups. 


[Question] Are they acting independently of the native Communist groups? 


[Answer] Those in terrorist cells that we have arrested consider themselves inde- 
pendent of thos parties. But previously the majority belonged to leftist organi- 
zation which operate legally. They have broken off because they do not consider 
the democratic system a suitable environment for proposing the revolutionary strug- 
gle. They think that the method is terrorism, the guerrillas. We have not been 
able to establish the existence of a direct link with the parties. We have found 
that many of them have received military training in Communist countries, mainly 
Cuba, and people are even being trained in North Korea. 


[Question] Then you have evidence that those groups have insurrectional cadres 
available? 


[Answer] Yes, they are waiting for the right time to strike the blow. 
[Question] What right time? 


[Answer] That of deterioration. They are waiting for the economic situation to 
cause major discontent among the masses, and to take advantage of strikes or 
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demonstrations. They have people to infiltrate that type of movement. They have 
infiltrated them into a banana workers strike, or in San Jose, to set bombs, loot 
and lead the country to chaos. In the international area as well, and President 
Luis Alberto Monge himself has disclosed this, there is a campaign to discredit 
the government and the institutions. This is aggression. 


[Question] Is the left alone ready to take advantage, or are there other sectors 
involved? 


[Answer] It is possible that other groups as well are taking advantage of the times. 
We have observed terrorist attacks occurring not only on the part of the left. In 
Limon, a bomb set last year was an act caused by a foreign agent of the right. 
However, I see less possibility of the right wing groups’ being prepared in the same 
way as those of the left, which are related to a well devised plan, not only here 
but in the rest of the world also. The danger of an eruption from the right is 

far less than the heightening of terrorism from the left. 


[Question] How is the terrorist challenge being treated? 


[Answer] Without resources, we shall not be able to meet the challenge. If the 
country wants to preserve its democracy and peaceful atmosphere it must make an 
enormous effort to strengthen all the security forces, including OIJ. We have also 
requested suitable legislation. We are experiencing a war, and the country must 

be prepared to face serious acts of terrorism. 


It is unforgivable negligence that there has not been speedy passage of the legisla- 
tion to control arms trafficking or possession, or to penalize certain actions of 

a terrorist type more severely. There must be better categorization of aspects such 
as unlawful association, and more drastic punishment. 


[Question] And what about the other agencies? 


[Answer] Without any desire to criticize, I do not think that the Intelligence and 
Security Directorate has been prepared as had been desired. It has not been given 
sufficient resources. A genuine espionage office has not been set up; from what I 
understand, they are engaged in taking care of prominent individuals. They are not 
discharging their real mission, owing to lack of facilities; that is why it is not 
so difficult for the terrorist groups to operate here. There is no control. 


[Question] What about the antiterrorist brigade? 


[Answer] This brigade is to combat an outbreak of subversion or to control a demon- 
stration at a particular time, but the office that the country requires has not 

been established. We have turned into a kind of Lebanon. All the groups interested 
in the Caribbean conflict are operating from our country. In Costa Rica, a series 
of actions is being planned to be carried out in other countries or here alsu. 


That is not just happening now; it has been discussed since the time of Continent 


News Radio, and we are still a center of operations for this war which is being 
waged in the area. 
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[Question] Is something lacking that would cause this to happen so easily? 


[Answer] Of course, the police. They lack security systems. There is no control 
of any kind over the individuals who enter; and the migration system is lacking 
also. No laws have been passed on the subject, and they are urgently needed to 
protect the country. 


[Question] How do you analyze the release of those jailed for terrorism? 


[Answer! Someone has said that living in a democracy had a very high price. Living 
under a regime of law such as that of Costa Rica is also costly, because we must 
pay: The common ordinary citizen has to pay a price for security, so that the 
regime of law may survive. 


The fact that some persons against whom we had sufficient proof of their commission 
of acts of terrorism have been acquitted by the courts means that our lezal systen, 
of law, enables these groups to act with greater freedom and more impunity. 


[Question] And the releases from jail? 


[Answer] That is the price we must pay for living in a democratic system. The law 
is the same for everyone. That is why we are asking for suitable legislation if we 
want to survive as a democracy. 


[Question] There are sectors which fear that OIJ may become a political police force. 
What is your opinion? 


[Answer] The Communist groups have attempted to depict us as a little "Gestapo." 
Actually, that is not the case. We have been forced to act in situations and 
against acts of terrorism precisely because crimes have been committed. Those 
groups are the least interested in more resources being given to the police. They 
are connected to an international conspiracy to take over Central America, and 
Costa Rica is part of that plan. The guerrillas will arrive here, sooner or later. 


[Question] Why? 


[Answer] It is part of the plans for Soviet expansion. It also depends on many 
factors, including the position assumed by the United States. However, it is all 
based on a plan devised in Moscow and Havana to take over the region. The documents 
prove that this is so. Those groups, in Honduras, Guatemala or El Salvador alike, 
have just one goal: expansion. The terrorist cells are the vanguard of the guer- 
rillas. How did it start in El Salvador? Kidnappings, bank holdups, bombs and 
assassinations. Costa Rica will not be free of that if no measures are adopted. 


The Costa Rican people are asleep; they have not seen the danger which they will 
have to face soon. 
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COUNTRY SECTION COSTA RICA 


BERROCAL ADMITS DIFFERENCES EXIST WITHIN CABINET 
San Jose LA NACION in Spanish 19 Jun 83 p 8-A 


[Interview with Minister of the Presidency Fernando Berrocal by Lafitte Fernandez R.; 
date and place not specified] 


[Text] The minister of the presidency, Fernando Berrocal, admitted that there are 
some differences within the government's cabinet, although he noted that they have 
occurred in a context of "complete" essential agreement "on what should be done and 
where we are heading." 


Nevertheless, he does not consider those disagreements to be a harmful phenomenon; 
rather, on the contrary, "If they did not exist we would be faced with a military- 
type government wherein the top-ranking staff issues orders that are obeyed vertical- 
ly, from the generals to the sergeants and, eventually, to the troops." 


The 38-year old attorney and journalist is one of the closest confidantes of the 
president of the republic, Luis Alberto Monge, although he claims that he has never 
held a more difficult post than the present one. 


He knows the current chief executive, because he was associated with him for the 
past 20 years; and for this reason he attempts to describe Monge's style of govern- 
ment as something that has never happened in this country in its entire history, 
owing to the delegating that he does to his vice presidents. 


[Question] Is the government losing its direction, as some have tried to warn? To 
cite an example, why are there some contradictions, such as now saying that there 
will be no taxes, and later that there will be? 


[Answer] To administer a crisis is difficult. With the first phase of stabilizing 
the economy completed, what remains for the future is even more complex, because 

we have embarked on the phase of recovering the production system. Stabilization 
is one requisite, but it is not the total answer. It is likewise essential that 
the government of the republic remain within the bounds of public spending that 
have been set by the finance minister. To a budget under-performance of 12.5 per- 
cent we must add a 6.5 billion colon reductionin public spending. We are bent upon 
attaining that goal. Minister Vargas Peralta will also have to take drastic action 
in the area of fiscal revenue. The country will be shocked to learn that only 
75,000 citizens here pay income tax, and that no more than 1,000 properties are 
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assessed at over a million colones, when the value of the real estate is public 
knowledge. The evasion in sales and duties is shocking as well. We shall fuifill 
the objectives in the area of public spending, but at the same time it is essential 
that the finance minister act efficiently and courageously to raise tax collections 
and to make all those who must pay taxes do so, and in the proper amounts. If we 
do that and progress in recovering the production system, Costa Rica will come out 
ahead. If we fail to do it, the country will return to the upheaval of a year ago. 


[Question] But then haven't they lost their direction? 


[Answer] We are clearly aware of this reality; we have not lost direction. That 
firmness and clearness regarding goals should not be confused with the intentions, 
for the most part well intended, of certain deputies of all the political movements 
who on one day, and the other as well, announce new taxes. First, because there is 
a large gap between words and deeds; and, second, because the president of the repub- 
lic has the right of veto. President Monge has stated quite clearly that we are at 
the limit of the tax boundary. I share that view, and I can assure you that the 
executive branch will not allow more of a burden to be placed on the people's backs, 
even with the best intentions for communal social welfare. 


[Question] Are there differences in the government cabinet which seem to be more 
evident now? 


[Answer] To ignore the fact that there are differences in the government cabinet 
would be ridiculous. Of course there are, and that is good and healthy for Costa 
Rica's democratic institutionality. If they did not exist we would be faced with a 
military-type government wherein the top-ranking staff issues orders that are obeyed 
vertically, from the generals to the sergeants and, eventually, to the troops. 

There are differences; that is true. However, the essential thing is that the 
differences have occurred in a context of complete essential and fundamental agree- 
ment on what should be done and where we are heading. There is total agreement on 
that. President Monge is at the top of that decision-making. What does not make 
sense is that, in the headlines prepared by the newsmen, they make out of any differ- 
ence that occurs a political crisis threatening the stability and integrity of the 
cabinet and even the government. That is an exaggeration. 


[Question] But those headlines stemmed from an evaluation ordered by President Monge 
related to shortcomings noted in the government agricultural sector. 


[Answer] The evaluation that is being made of the agricultural sector is logical 

and natural; it does not constitute a remarkable event. After a year of government, 
the analysis should be made in the other sectors too. There is a great deal to be 
analyzed in the areas of health, education, transportation, foreign policy, industry 
and housing as well, a sector that has been assigned to the Ministry of the Presi- 
dency. If we claimed that everything was perfect, we would be lying. President 
Monge is referring to that when he claims to be dissatisfied with the government's 
work. 


[Question] Might there be major resignations in the cabinet? 
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[Answer] The president of the republic has at his discretion at all times the 
resignation of all his ministers and of the highest-ranking officials in this 
administration. This is a logical consequence of the legal order and the presi- 
dential system to which Costa Rica is subject. Moreover, this assessment stems 
from the principle of unswerving loyalty that all of us, his collaborators, owe 
to President Monge. 


[Question] Some persons are passing judgment on and crticizing President Monge's 
style of government. It is even claimed that he is not with the people at important 
times, that he does not come out and talk to Costa Ricans at such times and that, 
very often, he delegates the most significant matters to his vice presidents. 

What is that style? 


[Answer] I understand and accept the fact that it has been difficult for certain 
sectors to understand President Monge's style. For 4 years, from 1978 to 1982, 

the country suffered the effects of a whirlwind of presumptuousness and personalism. 
The president of the republic at that time talked about everything, expressed an 
opinion about everything and had the last word about everything. The present ruler 
is essentially different. This is a team government and, without doubt, for the 
first time in history, the two vice presidents of the republic have become active 
leaders in the everyday decisions: Vice President Fait in the economic sector, and 
Vice President Arauz in the social sector. In both instances, however, as in any 
of the other specific areas of action of each minister, all the major decisions are 
made by mutual agreement with President Monge. He stands in the center of the 
decisions, and controls the strings of political power. 


[Question] Doesn't he delegate the government's administrative affairs to a great 
extent? 


[Answer] It is true that President Monge delegates the administrative portion of 
the government, and I even agree that he is not very fond of it. But whom did the 
people elect? An administrator of the government or a statesman at the top echelon 
of the government? He is basically a politician. He exercises the presidency of 
the republic with that political and statesman's sense. His firmness is reflected 
therein. A good example of this is what happened to the electrical rates. On the 
technical levels, the problem was being viewed from the standpoint of revenue and 
the difficulties of the Costa Rican Electricity Institute. President Monge resolv- 
ed the dispute with political sense, and ordered the action that was announced to 
the country. 


[Question] Has this year been one of difficult work for all of you? 


[Answer] In May 1982, the situation was discouraging. A year later, it is differ- 
ent. We have virtually won the battle against inflation; the foreign debt has 
been restructured; and the rate of exchange has been satisfactorily controlled. 
The country has regained confidence, and has even retrieved to a considerable 
extent much of the capital which had gone abroad during the final months of the 
Carazo administration. 


[Question] But...that is still not enough. 














[Answer] To be sure, this does not by any means signify that we have surmounted 
the crisis. We are quite well aware of the fact that we must still win the battle 
for production and exports. But that battle is not the responsibility of the 
government alone. In this instance, the contribution from private enterprise is 


essential. 
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COUNTRY SECTION COSTA RICA 


DECREASE IN COUNTRY'S EXPORTS ANALYZED AT MEETINGS 
San Jose LA NACION in Spanish 12 Jun 83 p 6A 
[Article by Lidiette Brenes de Charpentier ] 


[Text] "Suppose I am in a swamp surrounded by crocodiles, and my only 
salvation is a tree standing there. I climb the tree with difficulty, but 
suddenly a storm comes up, and lightning strikes the very tree where I thought 
I was safe, 


"What would happen to me is what will happen to the payment of our foreign 
debt if exports do not grow by 10 percent a year." 


This graphic example was cited by Council Minister on External Financing 
Rodolfo Silva in a conversation some time ago. At that time he was stressing 
that foreign currency earnings from exports are what will be used to pay our 
external obligations and to import what we need, 


The lightning bolt so dreaded by Minister Silva is there, hanging fire, be- 
cause nothing or no one has been able to halt the downturn our external sales 
have shown for some time now, 


It was for the purpose of studying this phenomenon that the National Associa- 
tion of Economic Development (ANFE) recently organized a series of five 
symposia, with the assistance of the Development Initiatives Coalition, where 
the broad spectrum of factors contributing to this slump was analyzed. 


Today, LA NACION hopes to present a synthesis and an interpretation of the 
various contributions made at that event. 


Sharp Downturn 

The problem of exports is that for 4 years they remained at about $1 billion, 
while in 1982 they declined to $872 million, a 13.6 percent drop compared to 
previous years. 

In the first 4 months of this year, the situation has become even more 


dramatic: There has been a decline of 14.2 percent compared to the same 
period of 1982. 
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There is already a trade deficit of $6.7 million, and although we still have a 
surplus with Central America, that is not true of the rest of the world. This 
means that in general terms, we are importing more than we export. 


The statistical data should be weighed against reality, what people see and 
hear. With respect to this substantial decline, Dr Luis Liberman explained 


that most economists believe that exports have not actually dropped by $200 
million, 


He advanced the hypothesis that part of this decline is related to the appear- 
ance of dollars on the free market in quantities that bear no relation to 


official statistics. He implied that exporters do not inform the Central Bank 
of all of their transactions. 


Dr Liberman advocated eliminating that discrepancy as soon as possible. 


Be that as it may, the fact is, of the $850 million expected to be earned from 
exports this year, $700 million must be set aside to pay the foreign debt. 
This calculation was made by Vice-Minister of Industry Numa Estrada, and he 
also asked the question: How will we pay for our imports, then? 


Known Variables 


Depending on when they appeared, exports can be divided into three categories: 
old, new, and future. 


It is on the first category that the weight of the trade flow falls, because 
bananas, coffee, meat and sugar account for two-thirds of our sales abroad. 


Their total value rose by $40 million in 1981, but fell by nearly $30 million 
last year. 


As for bananas, the country's top export, Edgar Quiros, a producer of that 
fruit, asserted that his product is seriously jeopardized and requires a 
drastic decision with regard to tax policy. 


The threat to bananas stems from excessive taxation, the rise in port charges 
decreed by the Ministry of Public Works at the worst possible time, and the 
diffusion of authority, which prevents a general approach. 


Another problem is the monopoly enjoyed by foreign companies, he added, which 
have manipulated the international price in favor of marketing. 


Earlier reports in LA NACION referred to a resurgence in prices at this time 
because of natural disasters in some producing countries that eliminated the 
previous glut of supplies. 


It was also estimated that within 12 months the banana plantations will have 
recovered from the disaster, and surplus fruit will once again drive prices 
down, 
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A factor of aggravation is that under such circumstances, those who cannot 
perform competitively are pushed out of the market. It is estimated that of a 
total of 71 independent banana plantations, 39 do not yield enough profits to 
withstand the effects of the depressed prices. 


They will go out of business, which will lower the volume of exportable fruit, 
with the subsequent impact on prices. A national banana policy is needed, it 
was stated. 


In conclusion, it is from this area that the increase in foreign reserves will 
come, 


Feast 


Sugar exports fell sharply from $42 million in 1981 to $14 million in 1982, a 
result that was influenced by the reduction in the volume of sugar exported as 
well as the decline in prices to less than half the level they had been at the 
year before. 


There are two markets for sugar, explained Adolfo Shadid, executive director 
of the Sugarcane League. One works with special agreements signed between 
buyers and sellers, and the other is free and relatively small, and has 
drastic price fluctuations. 


Costa Rica has agreements with the United States that allow it to place the 
equivalent of 1.5 percent of that country's imports on the market there, and 
that quota will soon be raised by part of what had been allotted to Nicaragua. 


One of the problems facing Costa Rican exports, stated Shadid, is extremely 
high domestic consumption, the reason for the drop in exports to just 22.8 
percent of production in 1982, 


According to the statistics, the differences in per capita sugar consumption 
range between 0.7 and 64.8 kilograms in the world, with the highest rate cor- 
responding to our country, Since it is not possible for a single person to 
gorge on such prodigious amounts, Shadid explained that some 40,000 tons are 
counted as domestic consumption but probably are smuggled to Panama. 


In 1982 it was necessary to import 12,000 tons, so it is not very clear 
whether there will be any future increase in the exportable volume of that 
product. Another problem is that the price will always be subject to the ups 
and downs of the preferential markets. 


Bad Prediction 


From a high of $82 million in income from meat sales in 1978, that figure 
dropped to $54 million in 1982. Dr Miguel Angel Rodriguez, one of the prin- 
cipal exporters of meat, predicts that in 1983 it will not exceed $35 million 
in the best of cases. 


Internal factors, such as taxes, differential exchange rates and high interest 
rates, work against exports. They have forced ranchers to send their cattle 











to local slaughterhouses even when pregnant. According to a study by GISA, 
one of the principal meat packers, 30 percent of the cows they slaughter are 
with calf. The fall in international prices also had an impact. 


Given that this is a high-risk, capital-intensive activity, no one wants to 
invest in it. Furthermore, because yields are long-term—at least 10 years 
must pass before any positive cashflow begins—the net result is that the 
national herd is being depleted. 


As for coffee, the last harvest showed signs of high production, according to 
Agriculture Minister Francisco Morales. He added that the market is nct good 
and that surpluses exist, which has forced growers to sell the bean at prices 
as low as $48 a sack (the average last year was $116 per sack). 


New Task 


With such a gloomy prospect for traditional products, agroindustry is looked 
upon as an alternative. But here the situation is not very promising either, 
according to Juan Rafael Lizano and Carlos Eduardo Robert. 


Agroindustry began with the Central American Common Market, and was based on 
protectionist tariff incentives, they stated. 


Today, we are admittedly ill-prepared in almost all sectors to industrialize 
agriculture. There is excessive idle installed capacity, a concentration of 
plants in the Central Valley, and raw materials deficient in both qvality and 
quantity, according to the two experts. 


As for future exports, there are good prospects for vegetables and fruits with 
a 6-month cycle (tomatoes, melons, yucca and sweet potatoes); for crops with a 
longer cycle, such as avocadoes, mangoes, and citrus fruits there are also 
positive signs, although it is not always possible to compete in those areas. 
Spices, such as ginger, pepper, mecadamia and cardamom, subject to certain 
risks, can be converted to mechanized production competitively, 


In—bond plants, another activity that has raised hopes, can provide jobs for 
5,000 new workers per year, and contribute some $60 million per year in ag- 
gregate value, according to Rodrigo Barzuna. 


The experts estimate that in-bond plants provide a major source of employment, 
but do not arouse much interest in terms of their foreign currency earnings. 


Finally, industrial exports had a negative impact on the total results of the 
previous year, having declined by 19 percent. 


Anchor 


All the participants, without exception, referred to the obstacles presented 
by the government and its failure to provide any incentives in this regard. 
They all agreed that impediments related to exchange, monetary issues and 
credit, as well as excess red tape, prevent any effective achievements in this 
area, 
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Dr Luis Liberman stated that the exchange policy should be flexible, with 
variations whenever necessary, but not planned in advance, to be realistic. 
He acknowledged that fiscal policy has been burdensome, given that the Central 
Government increased its revenues collections by nearly 75 percent the pre- 
vious year, of which nearly two-thirds corresponded to exports. 


Dr Liberman came out in favor of subsidized interest rates for exporters. 


Alberto Di Mare stated that it would be a good idea to revalue the currency 
and eliminate or decrease export duties. 


Bernal Jimenez recommended that exchange policy should be neutral, not used to 
promote exports; he indicated that present fiscal policy cannot be considered 
acceptable if the goal is to increase exports, and that the tax policy should 
be restructured, 


Dr Federico Vargas Peralta, minister of finance, defended himself by claiming 
that the government's objective is to reduce the fiscal deficit, freeing 
credit policy from pressures to finance the public sector and thus permitting 
a stable exchange rate, which would in turn stabilize prices. 


As for tax policy, there can be no cut in taxes if that would lead to an 
increase in the fiscal deficit, he admitted. 


On the other hand, Dr Mario Carvajal, minister of exports, took a position 
directly contrary to Dr Vargas Peralta's, announcing the elimination of obsta- 
cles (duties, surtaxes and other anti-export regulations) and an exchange 
rate that will not discourage production. He predicted that within 3 or 4 
months there will be very clear regulations on these points. 


Who will win this round? Finance or Exports? This is a touchy question that 
only time can answer. 


Reason 


Carlos Araya Lizano, president of the Chamber of Industry, called for the 
restructuring of the public sector in order to orient its efforts toward 
efficiently serving the needs of the export sector. He said that there are 13 
public agencies, separated physically and legally, that have a say in the 
exporting and importing of goods. 


Nine different procedures have to take place before a product can be exported, 
and they take anywhere from 1 1/2 to 8 1/2 days to complete. 


It was recommended that this activity be provided with an adequate infrastruc- 
ture in terms of transportation. 


Point 
Guillermo Von Breyman seemed to hit the nail on the head when he said that the 


current situation has called into question the ability of Costa Ricans to 
export. 














He illustrated that assertion with an example: Of 200 manufacturing firms 
that produce exportable goods, 100 were selected to undergo various tests, 
which eliminated all but some 40 firms. These were submitted to a further, 
more rigorous process to determine their ability to compete on an inter- 
national level, and only 12 were finally deemed capable of providing products 
for exportation. 


Another good conclusion is that drawn by Dr Jorge Corrales, who claimed that 
the structural apparatus is based on excessive protectionism aimed at import 
substitution, not at producing exports; thus, it is actually "the structure 
that is preventing us from reaching the goal we have met to discuss today." 
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COUNTRY SECTION COSTA RICA 


CORPORATION CREATED TO DEVELOP SOUTHERN ZONE 
San Jose LA NACION in Spanish 8 Jun 83 p 8-A 


[Text] The minister of the presidency, Fernando Berrocal Soto, announced the creation 
of a development corporation for the southern section of the country. 


He made the disclosure after taking a tour of that region accompanied by several 
officials. He had an opportunity to talk with the leaders of the Golfito, Corredores 
and Osa districts regarding the situation in that area caused by United Brands' 
decision to replace banana growing with the growing of African palm to obtain 
vegetable oil. 


According to Berrocal, the creation of this corporation is intended to alleviate the 
unemployment problems that the fruit company's measure will cause there, and it will 
also be aimed at the development of that region. 


He also gave assurance that the government has a definite policy for coping with a 
requirement of the three fruit companies located in the country (United Brands, 
Standard Fruit Company and the Banana Development Corporation), which have requested 
a reduction in the tax on bananas to achieve a production cost structure that is 
lower than the present one. 


The minister stated that the government has never left a decision on banana policy 
to nature; "Rather, it has taken advantage of the fact that nature has given us a 
respite of 6 or 8 months to analyze more carefully the banana companies’ cost 
structure." 


Unemployment 


Berrocal claimed that United Brands’ decision to replace banana growing with the 
growing of African palm will bring about serious employment problems in the south, 
because the latter activity does not require so much labor as does the banana 
growing. 


Nevertheless, he declared that there is no expedient, either in the bnaana contracts 
or in the country's legislation, that could prevent that decision on the part of 
the fruit company. 
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He added:"In this connection, what remains is to negotiate so that it will be 
possible to find options which would make the substitution process favorable for 
Costa Rica." 


He gave a reminder that, at the present time, as a result of a loan granted by the 
Agency for International Development (AID), amounting to $5 million, three coopera- 
tives are operating in the area of Quepos and Parrita, sharing 1,500 hectares for 
the production of African palm. 


He said that another 1,500 hectares have been divided into plots measuring from 50 
to 75 hectares and distributed among the farmers engaged in that activity. He 
explained: "If we find suitable financing, we plan to do the same thing in the 
rest of the southern section." 


He also announced that a company interested in the construction of an interoceanic 
oil pipeline through the southern region is also willing to develop the clinker 
(limestone for producing cement) reserves that exist between Ciudad Neily and Coto 
Brus. That product would be exported to the west coast of the United States. 


Moreover, there is a possibility of establishing a free trade zone in Golfito, in 
which a mission from Taiwan has shown an interest. 


On the other hand, he gave a reminder that, in 1988, and sooner if possible, United 
Brands will have to return to the country the Golfito dock and railroad which, in 
his opinion, will be very useful to the development planned by the government. 


Berrocal remarked: "All these projects would be associated with this corporation, 
which would not be state-run under any circumstances, but rather would be seeking 
options for the development of the southern region." 


Policy 


Furthermore, the head of the Ministry of the Presidency commented on a series of 
articles on the banana problem pubiished by this newspaper last weekend. 


Procuring information from various sectors, reporter Lidiette Brenes de Charpentier 
stated that the delay in seeking a solution to the banana company's request for a 
cut in the taxes on exports has caused confusion among the producers. 


Berrocal, however, giving assurance that this policy does exist, stated that the 
fact is that the government took advantage of a series of natural phenomena which 
had occurred in Ecuador, Honduras and Guatemala, and which reduced the banana 
supply, putting our country in an advantageous position vis-a-vis the banana 
companies for a period of from 6 to 8 months. 


He stressed: ''For the present, we have nothing to negotiate with the companies, 
and even they realized this. We are still talking, but under no circumstances are 
we negotiating; because, for the time being, no one has asked us to do that." 


Berrocal declared that the government is prepared for the time when the status of 
the banana market becomes normal and it becomes critical. 


He stated in conclusion: "We have concrete, technically devised proposals, which 
will be made public at the time of the negotations, and not before then." 
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COUNTRY SECTION CUBA 


CTC STATEMENT ON U.S. 'IMPERIALIST THREATS' 
Havana TRABAJADORES in Spanish 6 Jun 83 p 5 


[Text] Upon learning, with a mixture of anger and scorn, about the hysterical, 
presumptuous threats made before a "select" group of despicable, anachronistic 

worms by the reactionary President Ronald Reagan, and about those made later by 

the no less reactionary, retrogressive Senator Barry Goldwater, against our country, 
our working class and all the workers ready for struggle again raise their powerful 
voices to forcefully repudiate the brazen statements from these imperialist repre- 
sentatives. 


With his typical political shortsightedness, "Adolf"' Reagan and his follower, Gold- 
water, have once again underestimated the strength and the irreversible determina- 
tion of our people to struggle with their revolution to the last man and women; 

and they discredit the heroic tradition of these people who, over a century ago, 
set forth to fight against a mighty colonial power, which was shrewd at that time, 
and who would continue to struggle for over 100 years to obtain their real, defini- 
tive independence. 


At the height of his insolence, this gross person voiced to the representatives of 
two counterrevolutionary organizations in Miami his "support for the liberation" of 
our people. Liberating us from whom, Messrs imperialists? 


During a bright January, these heroic people liberated themselves from the evils 
which had oppressed them for decades, which were none other than those inherent 

in the imperialist, capitalist system itself, imposed on our country in an oppor- 
tunistic manner by that same corrupt system that you represent. And these people, 
as they proved at Giron, where they inflicted a humiliating defeat upon the repre- 
sentatives of that ignominious past that you imposed on us, will never allow the 
return to that society marked by vice and misery! 


With his well-known ignorance, the president of the most powerful imperialist coun- 
try, demonstrating his total disregard for history, is persisting in his plan to 
use the name of our national hero, Jose Marti, for a radio broadcasting station 
intended to foster the counterrevolution and diversionism in Cuba, ignoring the 
historical fact that Marti was, precisely, a convinced anti-imperialist who, during 
the last century, warned about the rapacious, exploiting and inhuman essence of 

the imperialists and their malicious intentions toward our America. 
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The arch-reactionary Goldwater, for his part, unwilling to be out-distanced by his 
aggressive master, went even further, calling for invasion and annexation, recalling 
his imperialist predecessors who, as early as the turn of the last century, were 
advocating seizure of the island. 


He forgets that, with every new threat, our people rise up in an invincible battle 
line, with the arms that the revolution has given us, under the leadership of the 
party and Fidel, to confront any aggression to the last drop of blood, and to 

deal the enemy another crushing defeat. 


Think carefully, Messrs imperialists, before you launch into a dangerous adventure: 
We Cuban workers will never give in! We Cuban workers and people love peace, and 
we are struggling for it; our goal is to consolidate the economy and to work for 
development in all areas, so as to give our children the happiness they deserve. 
But, to defend this legitimate aspiration, we have become a nation of workers and 
soldiers, ready to take up arms efficiently whenever necessary. 


If the imperialists think that, when faced with their threats, our workers will yield 
on the principles that the revolution has established in us, they are mistaken once 
again. Neither threats nor aggression will ever make us back down. The principles 
are not negotiable. 


Fron the different demonstrations by the workers and the people as a whole, in 
response to the insolent statements by the imperialists, one clearly observes the 
attitude of our peonle toward the enemy's threats. Messrs imperialists, remember 
the recent Combatant People's March on May Day in Havana, at which hu..dreds of 
thousands of Cubans demonstrated their steadfast adherence to the principles of 

the revolution. And remember, in particular, that those hundreds of thousands of 
Cubans are properly trained and equipped , if the occasion should arise, to exchange 
their work toois or books for the rifle and cannon, and to teach you a forceful 
lesson. 


History has proven that the workers and people of Cuba have never feared the threats 
that the systematic policy of North Americcn imperialism has constituted against the 
Cuban revolution. Giron and the October ~risis were eloquent evidence of what 
people struggling to defend their dignity, sovereignty and independence are capable 
of doing. 


This isle will sink into the sea first, rather than allow the criminal imperialist 
boot to trample on its soil. 


Every factory will be a trench, every plot of earth an impregnable stronghold and 
every man and woman a staunch combatant whose banners will never yield. 


Our people are making considerable efforts to build an increasingly better future 
for their children. The workers are dedicated to their endeavor with real love. 
They are struggling for the future of a beautiful new society, free from the mean- 
ness, exploitation and injustice germane to a bourgeois society. 


Imperialists will never destroy that effort, that sacrifice and that beautiful ideal 
of Marti and Marx, which has become a reality, regardlness of how powerful, arro- 
gant and fascist they may be. 
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We want to live in peace, but if the enemy should ever dare to invade us, it will 
never forget the heroism, determination and courage of a people in revolution. 


Confronted with the reiterated imperialist threats, we reaffirm our unswerving 

commitment to continue progressing in the economic area and, at the same time, 

improving ourselves in the training and organization of our glorious militias, 

and fulfilling the goals for economic support for the self-financing of the MTT 
[Territorial Troops Militia]. 


Dear commander in chief, Comrade Fidel: We Cuban workers will keep higher than ever 
the banners of socialism and, with you, our people and our party, we will continue 

to struggle with the confidence in victory that you have instilled in us, wielding 

the slogan "Production and Defense." 


Fatherland or death; we shall conquer. 


Central Organization of Cuban Trade Unions. 
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COUNTRY SECTION CUBA 


WILLIAMSBURG ECONOMIC SUMMIT RESULTS ANALYZED 
Havana GRANMA in Spanish 18 Jun 83 p 6 
[Article by Pedro Monreal Gonzalez of the World Economy Research Center] 


[Text] The just concluded capitalist economic summit (the ninth of its kind) took 
place from 28 to 30 May in Williamsburg, U.S., and included the top-ranking poli- 
tical leaders of the U.S., Japan, the FRG, France, Great Britain, Italy and Canada, 
and the president of the European Economic Community (EEC). 


The capitalist economic summits were originally conceived as informal meetings on 
the highest level for the purpose of analyzing and proposing solutions for the main 
problems stemming from the economic crisis that has beset the capitalist world since 
the mid-1970's. 


Nevertheless, the desire to coordinate policies for surmounting the crisis (an unreal- 
istic notion known as "the spirit of Rambouillet") has not yet managed to transcend 
the realm of rhetoric. 


[t has been a traditional feature of these events to conceal the differences that 
exist among the participants under piles of documents and bombastic statements. 
Thus, as the newspaper WALL STREET JOURNAL recently described them, the capitalist 
summits have turned into "...political extravagances fundamentally designed to 
improve the image of the leaders participating in them...'' Ronald Reagan, host 

at the function, devoted special attention to the planning of the meeting, because 
1983 is considered a crucial year for the present U.S. administration, which will 
have to confront major challenges during the year, both in the internal and interna- 
tional areas. 


The U.S. Government, seeking at all costs to project an image of consistency among 
the "Western allies," attempted to avoid the repetition of the bitter dispute with 
its allies staged last year at Versailles, concerning the problems of the so-called 
East-West trade. 


The strategy devised by the Reagan administration regarding the summit was based 

on its political ambitions, and attempted to attain the twofold goal of imposing the 
views of the U.S. Government upon its allies and at the same time attempting to 
avoid friction with them. 








The preparatory process for the event was monitored by the White House through the 
Summit Administration Agency, created especially to coordinate the Williamsburg 
meeting, an unprecedented act, because during previous summits, including the one 
organized by the U.S. in Puerto Rico in 1976, no similar agency existed. This act 
was interpreted as evidence of Reagan's special interest in the Williamsburg summit. 


The position that the American government would later assume at the summit was 
delineated in advance, in an internal report drawn up by W. Allen Wallis, under- 
secretary of state for economic affairs, and one of the coordinators of the event. 
In that document, one could observe the interest of the U.S. Government in achiev- 
ing consensus among the summit participants, on the notion that the principal means 
for consolidating the recovery of the world economy consisted of implementing suita- 
ble economic policies in each country, which would also be consistent with the 
attainment of a steady and non-inflationary economic reactivation. 


The White House was also attempting to impose the proposition that the key to the 
solution of the underdeveloped nations’ economic problems would be the economic 
growth of the developed capitalist countries, especially the U.S. 


For this reason, ina letter attached to that document it was stated that the U.S. 
would not make major economic proposals during the summit. 


Nevertheless, the U.S. Government was aware that its views were not totally shared 
by its allies. The seriousness of the economic situation existing in the leading 
developed capitalist countries was the source of serious differences among the 
various national interests, which made the capacity of these countries to coordi- 
nate their economic policies dubious. 


The views of the U.S. allies were expressed at an early date during the visits to 
the U.S. by Gaston Thorn, president of EEC, and Helmut Kohl, the West German 
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Both leaders explained to Reagan a series of elements reflecting a certain amount 
of European consensus. This European consensus considered the U.S. internal 
finances to be the weakest link in the process of recovery for the world economy. 
For this reason, several West European governments criticized the existence of 
high interest rates, large fiscal deficits and an overvalued dollar. 


These allies also favored giving a low profile to the issue of East-West trade rela- 
tions and avoiding references to the trade disputes existing among the leading 
capitalist powers. 


Moreover, the European leaders also voiced an interest in achieving greater coordi- 
nation and stability in the international monetary system, as well as the adoption 
of a flexible position regarding the problems of the underdeveloped countries. 


Generally speaking, although with a difference in nuance, Japan shared the majority 
of views of the governments of the leading European powers. 


This consensus became evident during the ministers’ meeting of the Organization for 


Economic Cooperation and Development (OECD), at which the U.S. economic policy was 
overtly criticized. 


66 











The differences shown between the governments of the U.S. and France were particu- 
larly sharp. In the context of this meeting, the French president, Francois 
Mitterrand, proposed the holding of a high-level monetary conference. The proposal, 
received coldly by the U.S. and other governments, was given the most varied inter- 
pretations; but, apart from that, this proposal reflected a criticism of the present 
international monetary system, and favored a far more deepseated revamping of it 
than the majority of capitalist governments are willing to accept. 


Despite the differences expressed between the U.S. and the other countries, the 
imposition of the propositions upheld by the Reagan administration (in general 
terms) became evident at Williamsburg. During this OECD meeting, there was accep- 
tance of the premise that the economic recovery was already taking place in the 
U.S., and that this would reactivate the rest of the world economy, including the 
economies of the underdeveloped countries. 


Certain propositions upheld by the U.S. Government were also accepted, prominent 
among which was that of the need to continue battling inflation and to adopt austeri- 
ty programs in the underdeveloped countries. 


During this meeting, and in the weeks that ensued between it and the summit, the 

U.S. Government showed flexibility regarding certain proposals of its allies and, 
consequently, made some conciliatory gestures for the purpose of minimizing the 
differences with the rest of the capitalist powers during the course of the Williams- 
burg summit. 


One of the most spectacular results of the summit was the statement on "security." 
For the first time, at this type of meeting, the leaders of France and Japan, 
together with the other participating nations, signed a document in which they gave 
official backing to the NATO plans associated with the deployment of medium-range 
missiles in Europe by the end of 1983. 


Nevertheless, the process of adopting this statement was not devoid of contradic- 
tions, because France and Canada expressed certain reservations concerning it. 


The U.S. economic policy as a whole was criticized by the other leaders participat- 
ing in the meeting. They voiced their fears of the possibility that the enormous 
U.S. fiscal deficits might prevent the reduction in interest rates, and keep the 
dollar overvalued; all of which would impede economic recovery. 


In the context of the summit, the French Government was again the leading critic of 
the U.S., although the tone of the controversy between these two powers was less 
harsh than had been expected. 


The holding of an international monetary conference (one of the matters which ini- 
tially prompted a prediction of serious disagreements between France and the U.S.) 
was solved, at least temporarily, by a formula for compromise. In this connection, 
the leaders participating in the meeting assigned the finance ministers to conduct 
joint studies with the IMF for the purpose of determining the conditions for improv- 
ing the international monetary system , and taking into consideration the role that 
might be played, when the time came in this process, by a high-level international 
monetary conference. 
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The final result of the Williamsburg summit was the submission of an economic docu- 
ment accompanied by an annex. This statement contained a series of goals, targets, 
promises and commitments that were not very specific, like the usual communiques 
from previous summits. 


Nevertheless, it must be stressed that, through this statement, there was an actual 
demonstration of the preeminence during the conference of the propositions upheld 
by the Reagan administration in connection with the problems of the international 
economy. 


Hence, the economic statement may be regarded as a summary of the "trickle down 
theory" applied to international economic relations. According to this hypothesis, 
the key element in the solution to the crisis in the international economy lies in 
the recovery of the developed capitalist countries; because the benefits that would 
be accrued from this would exceed the bounds of the latter countries' economies and 
would be advantageous for the underdeveloped nations. 


This simplistic, reactionary view, although it was criticized by certain participat- 
ing leaders, nevertheless succeeded in prevailing, from a general standpoint. 


The final document also contained a series of elements reflecting the preeminence of 
the White House's propositions during the meeting. Of these elements, the following 
were prominent: 


Lack of a total approach to the problems of the international economy, and too much 
emphasis on the topic of non-inflationary economic reactivation. 


A general commitment to reduce the budget deficits by means of limiting or curbing 
public spending. 


Emphasis on the adoption of economic policies geared to the national level, relegat- 
ing to secondary status the measures of international scope. 


Adoption of monetary policies based on the control of monetary aggregates compatible 
with appropriate interest rates. 


Link between East-West economic relations and imperialist interests in the area of 
"security." 


Attaching secondary status to the economic problems of the underdeveloped countries. 
The proposals made in this respect are insufficient, and confined only to ratifica- 
tion of the IMF payments and a vague commitment to increase economic aid, limited 
essentially to the so-called poorest countries. 


The document also expressed the agreement made at the summit regarding the implemen- 
tation of the traditional "adjustment policies" in the underdeveloped countries, as 
a way of solving their financial problems. 


The Williamsburg summit did not merely reflect a repetition of the unattainable 
goals and vapid statements that are traditional at this type of meeting. This 
meeting constituted primarily a reflection of the reactionary theories of the 
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present U.S. administration which, even though they were criticized by some of the 
participating leaders, ended up prevailing in the last analysis. 


The results of this capitalist summit should serve as a warning to the progressive 
forces in the world. The solution to the contemporary economic and social problems 
(which are particularly acute in the underdeveloped countries) certainly does not 
lie in the economic growth of the capitalist powers, nor in the "trickle down 
theory"; but rather in the thorough transformation of the irrational economic 
system that exists currently. 
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COUNTRY SECTION CUBA 


WORKERS TO FINISH FIVE IMPORTANT DAMS IN 1983 
Havana BOHEMIA in Spanish No 23, 10 Jun 83 pp 28-31 
[Article by Alberto Alfonso Bello: "Five Water Power Projects This Year" ] 


[Text] Two important dams in the eastern provinces will be 
completed to hail the heroic date of 26 July. 


The workers building dams are doing a tremendous job in order to finish five 
major dams this year; their storage capacity will exceed 380 million cubic 
meters of water. 


Here are these dams: Protesta de Baragua, Gibara, Pozo Azul, the Moa backup dan, 
and La Paila. The first four of these are located in the eastern provinces and 
the last one is located in Pinar del Rio. 


Dam Characteristics 


The Protesta de Baragua dam is located near the Julio Antonio Mella Mill; it is 

a very complex structure on the bed of the Cauto River. By the time the Santiago 
builders turn it over for use during the second half of this year, it will have 

a storage capacity of 240 million cubic meters of water. 


The main feature of this structure is the way in which the two big spillways 
were built. It will be used for the irrigation of sugar cane, rice, and other 
crops in the Cauto Plain. 


The core wall is ready now which is why water is being accumulated here. The 
workers are now trying to finish the second spillway and other details. 


The Gibara Dam, which rises over the river by the same name, is being built to 
supply the city of Holguin with a storage volume of 66.5 million cubic meters 
of water. Its builders have set themselves the target of finishing it by the 
end of May in honor of 26 July. To this end, they are working hard, assembling 
the electro-mechanical components, the spillway's stilling pool, and the access 
road, 


The Pozo Azul Dam, which will also be finished in honor of the attack on the 
Moncada Barracks, is being built in the Caujeri Valley, Guantanamo, with a 
capacity of 14.8 million cubic meters of water for the irrigation of various 
crops. 
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The Moa Backup Dam, which is being built in that nickel-bearing territory, will 
divert the water from the Nuevo Mundo Dam, for the purpose of supplying the 
nickel industry. 


To be able to finish it this year, as planned, the builders are redoubling their 
efforts in assembling the segment gates in the spillway and in soil injections 
for cementing. To honor the casualties at the Moncada Barracks, they want to 
close the Moa, with its heavy flow rate, in June. 


The La Paila Dam, another one of the projects to be finished this year, will 
store the water of the San Cristobal River, in Pinar del Rio. It will have a 
storage capacity of more than 60 million cubic meters of water. It is at this 
time ready to hold that volume of this precious liquid in its reservoir. 


To finish it by the target date, the workers are working hard to prepare the 
parapet for the core wall dike, along with injection work in the water zone 
downstream from the dam, as well as at its base. 


The dam will benefit the sugar cane growing plane in the township of San 
Cristobal. For this purpose, it will carry water to the already existing 
canal, which is called Tronco San Cristobal, from where it will supply the 
canefields of the Lopez Pena and Jose Marti mills. 


Other Projects to be Completed in 1984 and 1985 


We were briefed on the most important water power projects currently being 
built throughout the country and to be finished over the next 2 years by lady 
engineer Dulce Maria Camejo, a specialist in the Department of Dams and Trunk 
Canals, Ministry of Construction, 

"Among other major projects," she tells us, "we have the Cuban-Bulgarian water 
complex in Camaguez, as well as the Palma Sola Dam in Villa Clara, Abreus, 

in Cienfuegos, Juan Saez in Las Tunas, and Tuinicu, in Sancti Spiritus." 

"We are also working," she continued, "to finish the following between 1984 and 
1985: The Los Palacios--Bacunayagua Canal, in Pinar del Rio; Paso Bonito-- 
Cruces, in Cienfuegos; Pedroso--Guira, in La Habana, and Nipe--Deleite, in 
Cueto, Holguin." 


What Will the Dams Be Like? 


The Cuban-Bulgarian water project is being built near the city of Camaguey and 
its basic objective is to supply water to this city in Agramonte. Its reservoir 
can store 137.6 million cubic meters of water. One of the most important parts 
of the project has already been completed; it is the backup reservoir called 
Guanabanito and the downstream cofferdam by that same name is in its final 
phase. 


Work is being done this year to raise the core wall, the spillway, and the 
basic dam of this water power complex. The builders have pledged to divert the 
river to tap the water by November. 
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The Palma Sola Dam, which is being built near Corralillo, north of Las Villas, 
will have a storage capacity of 80 million cubic meters of water and its 


purpose is to supply the cane and lesser fruit crops in the prosperous zone 
of Motembo. 


This year, the men in the white hard hats are working very hard to finish the 
work of recovering the core wall, the spillway, and other tasks, such as pouring 
concrete and finishing the embankment. 


The Abreus Dam, which is being built in Cienfuegos, will cut the waters from 
the Damuji River; the water will be used to supply the nuclear electric power 
plant, agricultural crop areas, and the famous port city. 


By the time it is completed, it will have a storage capacity of 50 million cubic 
meters of water. The major effort this year will be made on the core wall and 
tue Spillway. 


The Juan Saez Dam, the only project of this type in Las Tunas, will have a 
final storage capacity of 112 million cubic meters of water, to be used for 
Sugar cane crop irrigation. This year, a canal is being built to divert the 
river and the old bed has been sealed off. Work on the core wall and the spill- 
way has already begun. 


Another project which will be completed within the next 2 years is the Tuinicu 
Dam between Cabaiguan and Sancti Spiritus. It is being built to hold 5/7 
million cubic meters of water, to be used to supply the city of Sancti Spiritus 
and various crops in that rich agricultural region. The Tuinicu River has 
already been diverted and work is now being done basically on the cor2 wall 
and the sluiceway. 


Canals to Be Finished over the Next 2 Years 


The Los Palacios--Bacunayagua Canal will be 15 kilometer long and it will be 
lined with concrete. It is being built to handle a waterflow rate of 20 cubic 
meters per second for the benefit of the rice cultivation plane at La Cubana, 
south of Los Palacios. Work is now being done on its lining and on the plant 
facilities. 


The Pedroso--Guira Canal is being built in La Habana. This important 56- 
kilometer-long canal will carry water from the Pedroso-Mamposton water power 
complex all the way to Quivican, for the irrigation of sugar cane and other 
crops. Two pumping stations will be built along it. It already supplies water 
from Kilometer Markers 1 to 7 and that water is being used for the irrigation 
of potato and other crops. 


The section from Kilometer Marker 7 to Kilometer Marker 25 will be completed 
soon and the finishing touches are being put on from there to Kilometer Marker 
37. The concrete lining is being put in from that last kilometer marker on. 


Over the next 2 years we also expect to finish the Paso Bonito--Cruces Canal 
with a length of 39 kilometers for sugar cane and other crop irrigation in the 
zone of Cumanayagua. 
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The canal starte from the Paso Bonito Backup Dam, near Cienfuegos, and carries 
its waters to the Aviles Dam. From that reservoir, through another canal, it 
continues along its way and, by means of pumping stations, the precious liquid 
is brought to the sugar cane growing plan irrigation system. 


As we go to press, the Paso Bonito--Aviles section has been finished, along 
with the 4 kilometers from the Aviles Dam to the well-known Brena Hill. Around 
25 kilometers are ready for delivery and work is being done on the execavations 
and the concrete lining for the rest of the canal. 


Other major water power projects to be finished in 1984 and 1985 include the 
Nipe--Deleite Dam, in the township of Cueto, with a length of 29.5 kilometers. 
Right now, work is being done on the concrete lining for the first section of 
10 kilometers. The canal will supply water to the irrigation plan in that 
Sugar-cane-growing zone belonging to the Urbano Noris Mill. 
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COUNTRY SECTION EL SALVADOR 


PDC DEPUTY DENIES REMARK ON LAND REFORM 
San Salvador DIARIO LATINO in Spanish 22 Jun 83 p 3 


[Text] "That's a lie. I never said that." Dr Guillermo Antonio 

Guevara Lacayo, a deputy in the Constituent Assembly, said this yesterday 
[21 June] in denying that he had told anyone that he agreed with having 
the land unfrozen "in order to reactivate our country's agriculture." 


Guevara Lacayo, a deputy for the Christian Democratic Party [PDC], was 
annoyed at the publication of this remark, but when he was informed that 
this statement came from the Press Department of the Constituent Assembly, 
he went to present his complaint. 


The official in charge of the press section pointed out to him that, in 
fact, he had made the comment in a personal and informal way. However, 
Guevara Lacayo insisted that he had never made any such statement or 
spoke with anyone in this regard. 


The bulletin published by the Constituent Assembly says that Guevara 
Lacayo said his conscience was clear about unfreezing the lad when he 
was talking to deputies from other parties, The bulletin stated that 
the deputies had congratulated him on his position, to which Guevara 
Lacayo responded that his party, the PDC, held the same position. 
However, he thought that unfreezing the land "should not be done in an 
irresponsible way" but rather by means of special regulations so that 
it would yield the results expected. 
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COUNTRY SECTION EL SALVADOR 


OVER 180 MILLION COLONS IN CREDIT FOR COTTON PRODUCERS 
San Salvador DIARIO LATINO in Spanish 23 Jun 83 pp 2, 17 


[Text] So far this year and in accordance with existing monetary policy 
the national financial system has provided credit to cotton producers, 
both for production purposes as well as to handle the sale of the cotton. 


This was stated today by the Central Reserve Bank [BCR], which is 
expecting inquiries about credit assistance for the agricultural and 
livestock sector and for the cotton sector in particular. 


The Central Bank stated that, in fact, in terms of credit assistance 
for cotton production two lines of credit were established, one in 
advance of production, with 120 million colons available through 
commercial and mortage banks, and the other for refinancing purposes, 
with a total of 66.3 million colons available, 


— ~~ 


of credit assistance provided to this sector by the Banco de Fomento 
Agropecuario [Bank for the Promotion of Agricultural and Livestock 


Production] and the Federacion de Cajas de Credito [Federation of Credit 
Funds]. 


The line of credit in advance of production is available independently 


Regarding credits for the sale of the cotton, these have been extended 

to cotton producers through the Salvadoran Cotton Cooperative [Algodonera 
Salvadorena]. Up to the present the Central Bank has granted 181,900,000 
colons in loans, of which 53.2 million colones were earmarked for 

covering outstanding sales credits and 128.7 million colones were to 
finance the prior sale of the 1982-83 crop. This was done through 

the concession to the producers, as an initial payment, of 62 colones 

per quintal of raw cotton delivered to the cooperative's plants. This 
initial payment, the Central Bank stated, was to be used as far as 
possible to cancel the credit in advance of production, which was received 
by the producers from the banks for the same harvest. Furthermore, the 
producers may enter into contracts for new credits in advance of production 
for the 1983-84 crop, working through the banks. 
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COUNTRY SECTION EL SALVADOR 


INSAFOCOOP ANNOUNCES FORMATION OF FOUR COOPERATIVES 
San Salvador LA PRENSA GRAFICA in Spanish 23 Jun 83 p 37 


[Text] The government, working through INSAFOCOOP [Salvadoran Institute 
of Cooperative Development], is planning the establishment of new 
cooperatives, the reactivation of inactive ones, the strengthening of 
the 890 cooperatives now in existence, and the provision of assistance 
for the domestic and foreign sales programs of the cooperatives, parti- 
cularly those producing handicraft and manufactured goods. 


This was stated by Dr Juan Bautista Ulloa, president of the Salvadoran 
Institute of Cooperative Development, at a press conference attended by 
the presidents of the five cooperative federations which cover the whole 
cooperative sector in the country, with about 500,000 members, including 
the associations which are not affiliated with INSAFOCOOP, 


The cooperative federations are the following: FENACITES, covering the 
transportation sector; FEDECACES, covering the savings and credit sector; 
FEDECO and OPADRES, covering agricultural and livestock production; and 
ACOPAI, covering the agrarian reform sector. 


It was explained that the cooperative movement inteu’s to include in this 
system similar associations organized by National Agricultural Lands 
Financial Company (FINATA), and the Salvadoran Institute of Agrarian 
Transformation (ISTA). 


All of those cooperative federations will form a confederation which 
will give greater strength to the system, and this is one of the principle 
Objectives of INSAFOCOOP, he said. 


New Law to the Constituent Assembly 


Dr Ulloa, the president of the INSAFOCOOP, said that a new draft General 
Law on Cooperative Associations and an Organic Law on the INSAFOCOOP had 
been prepared and were now in the hands of the president. He will make 
his comments on them and will send them as soon as possible to the 
Constituent Assembly for its approval. 











Dr Abel Ernesto Enriquez, vice president of FEDECACES, speaking on the 
same subject, said that existing laws on cooperatives need to be applied 
and that the laws should reflect the changes and advances which have 
been made in the cooperative field. The cooperative area should be a 


fully developed, dynamic system, whereas we have been behind in terms 
of our laws. 


He said: "We are asking the Constituent Assembly to pass the draft law, 
since up to now this has been the greatest obstacle which we have had 

to face in terms of the complete development of our cooperative 
associations." 


Again he emphasized the positive results obtained up to now by cooperative 
stores in which everyone is an employee and a shareholder and, for that 
reason, interested in the status of the cooperative. In the transportation 
companies, for example, he pointed out the great determination with whict 
they have dealt with existing problems, particularly violence. In a 

short period >of time more than 400 units have been destroyed. 


Finally, it was announced that on 2 July the "Day of the Cooperative 
Member" will be celebrated. 
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COUNTRY SECTION EL SALVADOR 


BRIEFS 


INSTALLATION OF NEW GENERATOR--With the installation of a 25,000 kilovolt 
turbine in San Miguel the Hydroelectric Executive Commission of the Rio 
Lempa (CEL) plans to provide continuous electricity service to the entire 
Eastern Zone of the country. This was announced yesterday [14 June] by 
Col Francisco Antonio Moran, president of the CEL, at a meeting with Dr 
Maria Julia Castillo and Professors Alfredo Marquez and Daniel Ramirez, 
of the PAISA faction [Authentic Salvadoran Party] of the Constituent 
Assembly. Dr Castillo thanked the CEL official for the efforts he 
was making "to alleviate and minimize in an enormous way the sufferings 
of the people in that area of the country." Dr Castillo added that 
she hoped that this help which will be given to the Eastern Zone, by 
rehabilitating the electricity service in a permanent way, will also 
be extended to it by other parts of the country, by giving preferential 
treatment to the Eastern Zone in the sale of many products at low prices 
for those suffering people. Col Moran, the president of CEL, said that 
3 to 4 months from now the turbine will be fully installed, "and when 
this is done, we want the terrorists to understand that destroying towers 
carrying electricity lines won't do them any good." [Text] [San Salvador 
DIARIO LATINO in Spanish 15 Jun 83 p 2] 5170 
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COUNTRY SECTION GUATEMALA 


STATE COUNCIL RECOMMENDS DELAYING IVA AT LEAST SIX MONTHS 
Guatemala City PRENSA LIBRE in Spanish 15 Jun 83 p 2 


[Text] The president of the State Council informed the Council's plenary 
session yesterday that President Rios Montt had accepted 80 percent of 
its proposals and recommendations concerning tax reform legislation. 


Proposals not accepted were those concerning amendment of the value added 
tax [IVA] and the income tax. 


He likewise informed the councillors that the committee for economic 
reactivation had delivered a letter to President Rios Montt at a meeting 
held last Friday afternoon, This letter, in which the committee supported 
the Council's point of view, contained various topics of great importance 
for Guatemala's current situation. 


Council president Serrano Elias only reported on the issues put before the 
Chief Executive in general terms, but did not actually read the letter, 
which for unknown reasons was kept secret even from State Council members. 


Contents of the Letter 
The letter from the state councillors reads as follows: 
Dear Mr President: 


Based on meetings between yourself, the Economic Cabinet, and technical 
personnel of the Ministry of Public Finance, we came to the conclusion 
that you have decided to put into effect, beginning 1 July, the group of 
laws known as the tax package, 


As members of the State Council, and in awareness of the serious political, 
economic, and social situation which our country now finds itself in, we 
recognize the good intentions which have led you to advance these reforms, 
reforms which we believe could in time be adequately studied, corrected, 
and published. Nevertheless, in view of the confidence you have placed in 
us, and because of our extreme concern over the course of recent events, 
we feel a moral duty to point out: 
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FIRST: That it is essential for the contents, scope, and regulatory 
aspects of new bills to be published prior to their enactment, so that 
all the people and their organizations are informed and have a change to 
issue an opinion thereof. 


SECOND: As far as the 10 percent IVA goes, there has been no objective 
justification of the technical basis upon which the rate was set; there- 
fore, the relevant studies may be performed, the rate revised, and any 
unfavorable impact caused by its application thus avoided. 


THIRD: There should always be a prudent period between promulgation of 

new laws and their application, which should not under any circumstances 
be less than six months, in order to allow the public to become informed 
and the fiscal authority as well as the taxpayers to make any necessary 

preparations, 


There is a time for everything, and we are convinced that this is not 

the right moment to put these new taxes into effect. Due to the bad image 
which has been attached to them, and the lack of information, a generalized 
situation of discontent, unease, and indignation has come about. 


This matter has become a sensitive topic which could come to affect the 
successes your government has achieved in pacifying the country and the 
fundamental steps that have been taken toward organization of the political 
system and democratization of the country in clear response to the patriotic 
aspirations of the various national sectors, 


You have heard our point of view, as well as the advice of your technicians 
and close collaborators. We are aware of the healthy intentions you are 
motivated by, and we are confident that you will come to appropriate 
decisions for the benefit of our country and the welfare of our people. 


Please accept this assurance of our recognition, and we remain respectfully 
yours. 


Jorge Antonio Serrano, Dr Ricardo Asturias Valenzuela, Dr Jose Lizarralde 
Arrillaga, Dr Carlos Armando Soto Gomez, Juan Carlos Simons Solis, Ricardo 
Umana Aragon, Rodolfo T. Orozco Velasquez, Ernesto Viteri Echeverria, 
Armando Guerra Rodriguez, Juan Lopez Diaz, Raquel Zelaya Rosales. 


Addressed to Brigadier General Jose Efrain Rios Montt of the Chiefs of 
Staff President of the Republic, at his office in this city. 
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COUNTRY SECTION GUATEMALA 


BRIEFS 


PRESIDENTIAL SPENDING DRASTICALLY CUT--Confidential expenditures by the 
President's office stand at 2.5 million quetzals, which represents a 
considerable reduction with respect to the previous administration, said 
journalist Rafael Escobar Arguello, who is assistant press secretary to 
the President. He also said that in 1978 confidential spending totaled 
7.6 million quetzals, and reached 23.5 million in 1981, the year in which 
general elections were held. Escobar Arguello did not go into detail as 
to the large sums former president Lucas authorized under this item, but 
he implied that it could have been for expenses related to the electoral 
campaign. President Rios Montt, he emphasized, has reduced confidential 
spending to only 2.5 million quetzals. [Text] [Guatemala City PRENSA 
LIBRE in Spanish 15 Jun 83 p 16] 9839 
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COUNTRY SECTION HONDURAS 


OLANCHO DROUGHT REDUCES GRAIN PRODUCTION 
San Pedro Sula LA PRENSA in Spanish 17 Jun 83 p 5 


[Text] Production of basic grains in Olancho Department will show a 
decrease of approximately 55 percent in comparison with last year, 
according to estimates made by farmers in the area. They add that 
this is attributable to the fact that the rains, normally expected in 
the early days of June, have not yet appeared, and the land which had 
been prepared for sowing is filled with scrub. 


Since early May and until yesterday, only two small showers had 

fallen in the producing areas such as Lepaguare, Catacamas and Guayape 
valleys. In other areas near Silca, Manto, Santa Cruz, the rains have 
not fallen with their usual frequency, and those who sowed in the hope 
that winter would continue are now duly concerned. 


Such is the situation in Olancho Department where some forest fires 
still have not been put out and continue their destruction in the woods 
since neither the rain nor the brigades from the Honduran Corporation 
for Forest Development have appeared in those areas to put them out. 

In the cattle-raising areas of the valleys previously mentioned, many 
head of cattle have died for lack of water. Cows just giving birth 
have died because they were unable to stand the birth process owing 

to their physical condition, according to stockmen in the area. 


Olancho is the primary supplier of basic grains in the country, which 
leads to the belief that this year there will be problems of supplying 
the consumers. 


The Honduran Farm Trade Institute has reported, through its director, 
engineer Manfredo Fajardo, that the institute is ready to deal with the 
crisis, but the stockmen have no faith in such promises, 
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COUNTRY SECTION HONDURAS 


BRIEFS 


PEASANTS RECEIVE LAND--Some 140 peasant families will be favored with 

a grant of lands which will be turned over by the regional directorate 
of the National Agrarian Institute in the northwest area. So stated 

INA officials who said that 847 parcels will be turned over to various 
peasant groups subdivided as follows: 186 for "Higuerito," Petoa, Santa 
Barbara; 201 for "Trinidad Cabanas," Villaneuva, Cortes; 300 parcels for 
the group in San Miguel Laja, Colinas, Santa Barbara; 60 parcels for a 
group in Santa Rita de Aguan, Yoro, and 100 parcels for the group in 

San Antonio de Cortes. These land grants will be made by the regional 
INA director in San Pedro Sula, Dagoberto Sandoval Cabrera, and the chief 
of Peasant Promotion, Mauro Baca. They also stated that the granting 

of lands, in comparison with previous years, is being surpassed inasmuch 
as its being stepped up is a source of concern to farm officials. [Text] 
{Tegucigalpa LA TRIBUNA in Spanish 17 Jun 83 p 25] 9436 
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COUNTRY SECTION MEXICO 


CHIAPAS AGRARIAN REFORM PROBLEMS CONTINUING 
Mexico City UNOMASUNO in Spanish 12 June 83 pp l, 6 


[Article by Miguel Angel Velasquez and Juan Balboa: "The Agrarian Problem, 
the Basic Problem in Chiapas, Bordering on War"] 


[Text] Tuxtla Gutierrez, Chiapas, 11 June.--A tangle of contradictions, 
Chiapas now also borders on war. 


The key to this tangle is perhaps landholding, because there are in the 
state 58,000 applicants for land and 877 proceedings still undecided by the 
agrarian authorities. There are also 40,000 peasants who hire themselves 

out as day laborers and who have no land to farm. Likewise, 169,000 ejido 
farmers and communal Landowners usufruct little more than 4 million hectares, 
and 30,000 small proprietors own more than half the land which the Indians 
and poor peasants of the state use. 


In the first months of the present state government 20 persons died in 
defense of their rights; the communities of Tzacuncum, La Lagunita and La 
Granja were burnt by order of political bosses supported by the public 
forces of the state, and more than 1,000 peasants remain in the forests 
and mountain while waiting for the justice that the state government has 
promised. 


The situation is such that, for instance, in the forest area the plantation 
owners are taking over 100 hectares a year from the peasants, with their old 
practice of introducing their cattle onto ejido lands or commonly held lands 
and, from the moment the animal sets foot on the Indian's lands, the land 
ceases to belong to hin. 


For Chiapas is one of the richest states in the country: its lands support 
3,200,000 head of cattle and although the population scarcely exceeds 
2,000,000 inhabitants, meat is not eaten here because most of the meat leaves 
the state to feed the inhabitants of the Federal District. In order to 
remedy this, for the last 5 months the government has been importing meat 
from Guatemala, which, according to specialists, is contaminated, though 

this problem affects only a small number of inhabitants, since the majority 
do not consume meat. 











The state of Chiapas also occupies fifth place in milk production, but little 
of this product is consumed locally. The state government itself recognizes 
that more than 80 municipalities have a nutritional level deemed critical-- 
more than 1,000,000 persons--whose diet consists of corn, beans and peppers. 


So, even though Chiapas is considered to be the best endowed state in the 
country in water resources, the volume of water available annually is esti- 
mated at 121. 457 billion cubic meters, but more than half of the state 
lacks water; 21.9 percent of Mexico's oil production comes from Chiapas; but 
the state's highways, almost all of which were built only 25 years ago--have 
tracts on which the pavement has disappeared for want of surfacing; when its 
three dams, Chicoasan, Malpaso and La Angostura are working, Chiapas 
generates 39.9 percent of the electric energy the country needs, but only 

47 percent of the population has this service. Besides, 43 percent of the 
inhabitants are illiterate. 


Chiapas is the primary coffee producer in the country, for it produces 53.1 
percent of the national total and 28.7 percent of the national cacao pro- 
duction, but it also occupies first place in the country in nutritional 
deficiency. 


A study by the Institute of Anthropological Counseling for the Maya Region, 

a private agency, explains that in the industrial sector, the state has 12 
industries controlled by the government, three by transnationals and the 

rest by private initiative; in the state there is an oil refinery and pumping 
station in Cactus-Reforma, in the north of the state; two sugar mills in 
Pujiltic and Huixtla; five cotton gins; two wood processing plants; a packing 
plant in Arriaga; a Nestle powdered milk plant; a "calindra™ plant; two 
sterile fly hatcheries set up by means of a bilateral agreement between the 
Governments of Mexico and the United States; two soft drink bottling plants, 
one textile factory, one cookie factory, and the rest made up of family 
workshops of carpentry, tile works, mechanical renovation of small planes, 
crafts and food (mainly sausages). Most industries are concentrated in 
Chiapa de Corzo, though none of them, at least up to a couple of years ago, 
paid taxes to the state. 


To help unemploymnnt in the state, beginning 2 June a series of meetings 
will be held in Tapachula by businessmen to achieve short-term and medium- 
term industrialization of the state and, in the same way, in the first weeks 
»>f the month an attempt will be made to work out a plan to "rescue the 
‘ultural values" both of the state as well as the country. 


By this means an attempt is being made to integrate Chiapas into the develop- 
ment of the cOuntry, which will face problems such as that of communication. 


The highways of Chiapas always run from east to west or vice versa, that is, 
towards Mexico City or Guatemala, but do not interconnect within the state, 
This disadvantage cannot be helped by building new roads, because the dams 


are located so that they impede internal communication. 
There are two airposts of importance in the state, one at Tapachula and 
the other in the capital, Tuxtla Gutierrez, except that the latter is 

















located in the midst of what is thought to be a fog bank which is why--at 
least twice a week--flights are canceled. 


As for harbors, in 1976 the port of Madero was built on the Pacific by means 
of a multi-million investment and was deemed to be "high seas," but so far 
it is abandoned, clogged up, and not in operation. 


There is a deficit of close to half a million housing units in the whole 
State and many of those counted as owning housing, are occupants of small 
Spaces in the sheds of the coffee plantations in the Soconusco. 


This part of the state deserves special attention, since here, although the 
conditions of injustice are not very different from those in other parts of 
the state, exploitation is of such magnitude that the workers live and toil 
in conditions similar to those of feudalism. 


The Soconusco is made up of more than 800 ranches or plantations on which 
about 40,000 Tzeltal and Tzotzil Indians from the region called Los Altos 
hire themselves out along with the other 120,000 or 150,000 Guatemalans 
who earn 240 pesos per box (the measure used for the coffee harvest), 20 
tortillas daily, coffee, sugar and meat once a week, according to the 
president of the Regional Union of Tacana Coffee Producers in Tapachula, 
Andres Bejarano. 


The problems of those who toil in these lands do not end there. A few weeks 
ago, the owner of plantations in this country and in Guatemala, Trinidad 
Alvaro Escobar, together with the state security police and the state 
judicial police, as well as the head of agrarian organization in the 

coastal area, of the SRA [Secretariat of Agrarian Reform], Otilio Wong, 
burned down the Ariosto ejido settlement. 


The inhabitants were evicted from national lands and beaten, their houses 
burned, all their belongings destroyed and their savings stolen. The 


settlers sought refuge in the mountains and in the coastai region and two of 
them, Daniel Pe .valos and Pablo Ovando Perez, have disappeared. 


This occurred because these national lands, which a 
supposed to be divided among ejido tarmers are in t 
officials of the state, among others, assures Ovidi 
veteran local fighter. 
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The livestock concessions which still prevail--the state government does not 
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In the same way a bureaucratic policy for the resettlement of the peasants 
displaced by these works has forced them to change their employment and 
seek, on their own, new lands on which to make a living. 


There are nearly 300,000 hectares suitable for agricultural use, especially 
in the forests, which so far have been used, according to the state as 
pastureland for livestock raising which is as socially harmful as it is wide- 
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COUNTRY SECTION MEXICO 


BNM NOTES PLANTS OPERATING AT 65-72 PERCENT CAPACITY 
Mexico City EXCELSIOR in Spanish 14 Jun 83 ppl, 8 
[Article by J. Jesus Rangel M.|] 


[Text] Declining sales, the foreign exchange scarcity, the lack of raw mater- 
ials, price controls and financing are the most critical obstacles facing the 
councry's industries, which are operating at 65 to 72 percent of their in- 
stalled capacity. Industries have no plans to invest in machinery and equip- 
ment for at least two years and they hope to reduce unemployment during the 
remainder of 1982. 


The National Bank of Mexico (BNM) released this information yesterday in 
publishing the results of its survey of 163 of the country's major enterprises. 
The survey indicates an even larger drop in production this year, an inflation 
rate of 80 percent and the fact that the economy is reaching the peak of the 
risis since the recession began in June 1981. 


The bank stated that the firms surveyed agreed that recovery will begin in 
1984 with larger sales, a lower rate of inflation -- 63 percent -- greater 
ssibilities of exporting and greater use of the installed capacity. A 
.5-percent drop in the real gross national product is expected this year 

ind a moderate recovery in growth of 1 percent is anticipated for 1984. 


indicated that the anticipatec drop in inflation next vear is the result of 
the effort being made to rehabilitate public finances, since this will be re- 
flected in a smaller growth in the budgetary deficit, and there will be a trend 
toward a better balance of supply and demand for goods and services. Increased 
nsumption of consumable expenditures is also anticipated; such items are now 


n the survey, the National Bank shows that /0 percent of the enterprises 
ire now exporting and that, confronted with a general decline in demand and the 
problem of acquiring imported materials, only 3l percent of the firms expect 


regular growth 
t added that 28 percent of the enterprises expect a drop in sales and 41 per- 


ent think that growth will be nonexistent or negative. Increased sales are 








The banking institution also pointed out that the degree of use of the in- 
stalled capacity of the enterprises surveyed has dropped in keeping with the 
reduced demand and as new plants have been completed. It specified that the 
consumer goods group is working at /2-percent capacity on the average, while 
the capital goods group has a 65-percent rate. 


With respect to investments in machinery and equipment, "the enterprises ex- 
pect two years with truly low levels, most aimed at maintenance and replace- 
ment since there is excess capacity." 


It added that in 1984, it is expected that the replacement and repair of 
equipment mean some 71 percent of the total, and investment in new equipment 
the remaining 29 percent, figures that are very similar to those for this 
year. 


With respect to labor, the companies questioned indicated that up to February, 
they had 402,500 persons employed, which represents a drop uf 28 percent com- 
pared with June 1982, when there were over 500,000 persons employed. 


The National Bank said that in construction companies, the greatest drop was 
observed (52 percent). If they are excluded, the average drop is 9 percent. 
Automobile parts, automobiles, furniture and office equipment and materials 
are the areas most greatly affected, with drops of over 20 percent. 


It added that it is nevertheless expected that unemployment will be reduced 
during the remainder of 1983. Only 38 percent of the enterprises have plans 
to reduce personnel, while 56 percent expect to maintain the current level and 
6 percent to hire new employees. 


The largest number of firms not expecting unemployment is in the chemical 
industry, iron and steel, textiles, paper, mining, wines and liquors, machinery 
and soaps. 
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COUNTRY SECTION MEXICO 


GOVERNORS DISCUSS IMPACT OF DROUGHT ON AGRICULTURE 
Mexico City UNOMASUNO in Spanish 14 Jun 83 ppl, 9 
[Article by Carlos Velazquez, Raul Terrazas, Luis Alberto Rodriguez, Jose Arenas] 


[Text] A large share of the spring harvest was lost because of the drought. 
Nevertheless, despite the delay in rain, good production is expected in 
certain areas, as well as recovery of the sector by the end of the year. 
Conditions in certain growing areas have enabled farmers to begin their work 
with good prospects, according to statements made by the governors of Sinaloa, 
Tamaulipas, Puebla, Durango and Hidalgo. . 


Antonio Toledo Corro, governor of Sinaloa, said yesterday that this year, the 
federal investment for the state's farming sector will be 12.11 billion pesos, 
while BANRURAL [Rural Development Bank] will invest 19 billion pesos to meet 
72 percent of the needs of Sinaloan farmers. 


He stated that with these investments and the availability of water at the 
state's seven dams, "the agricultural picture in Sinaloa is promising," inas- 
much as some 1.5 million hectares will be planted in order to produce some 

8.3 million tons of different farm products. Some 88 percent of the area will 
be used for basic grain and oil-yielding crops and the remaining 13 percent 
will go for other crops. 


Concerning the farming situation, Toledo Corro told correspondent Carlos 
Velazquez that "there are no disputes in the state, only quarrels over border 
questions between common land and communities. In general, Sinaloa farmers 
are working normally to carry out the 1983 agricultural program." 


Governor Emilio Martinez Manautou said that Tamaulipas is a "state at peace 
with respect to agricultural problems" and explained that as a result of the 
drought, a large share of the spring harvest was lost, especially sorghum in 
the northern zone. However, he said that rainfall recorded in the state is 
helping livestock to recovery and has opened up the possibility of late plant- 
ing in the north, central and southern regions. 


He said that "with this promising picture, perhaps by the end of the year we 


shall have a rather good recovery in the Tamaulipas agricultural sector." 
The governor was confident that agriculture "will once again be the basic 
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economic activity of Tamaulipas and for that purpose," he said, "its govern- 


ment is giving farmers all the necessary support." 


When interviewed by reporter Raul Terrazas, the governor of Tamaulipas said 
that "we are fine as we are,"’. when asked about the need to reform the Agrarian 
Reform Law. 


The governor of Puebla, Guillermo Jimenez Morales, said that in the Mixteca 
region, the main concern is the scant rainfall, under 200 millimeters a year, 
which means that farmers in the area cannot immediately meet their requirements 
and work. It is precisely that area, he said, which is sending many men and 
women to look for other activities in urban centers. 


Jimenez Morales said that in the arid Mixteca land, small water projects are 
being completed in order to intensify crops. With respect to the northern 
mountains of the state, he stated that despite the excellent climate and good 
rainfall, the problem is the development of the infrastructure because there 
are few roads by which to ship out products. 


Concerning prospects for corn, the state's most important crop which had its 
record harvest in 1981, it is hoped that despite the delayed rainfall, 1983 
will have good production since wells have now been drilled for irrigation. 


The governor of Puebla was questioned by correspondent Luis Alberto Rodriguez 
Juarez and said that the National Emergency Plan will be applied in rural 
zones. He commented that work is beginning in the state in some regions by 
means of rural construction projects using rural labor and materials and 
advice from the government. 


He added that the State Development Plan observes that the main problem of 
land ownership in Puebla is the small landholdings [minifundio], which results 
in poor common land and communal organization, with the accompanying inability 
to obtain loans and difficulty in marketing and industrializing articles. 


In the meantime, the governor of Durango, Armando del Castillo Franco said 
that conditions existing in crop areas after the rainfall at the beginning of 
the year and only recently, resulting from Cyclone Adolfo, have enabled most 
farmers in the region to begin their farm work "with good prospects." This 
year, he said, it is hoped that 605,000 hectares will be planted in basic 
crops, mainly corn, beans and wheat, with an investment of nearly 40 billion 
pesos, including the cattle and forestry subsectors. 


Questioned by correspondent Jose Arenas, Governor Del Castillo said that in 
his state, "all farmers with the right to loans will have the support of 
BANRURAL in order not to be left out of planting. The proper financing has 
already been negotiated and obtained.” 

"In Durango, there is security and confidence in our farming," the governor 
said, who noted that only in cases of 4 consecutive years of disaster will 
farmers be prevented from planting. However, they will be included in emer- 
gency work programs carried out by the Secretariat of Programming and Budget. 
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Governor Guillermo Rossell de la Lama said that the farming area programmed in 
Hidalgo in four irrigation districts and four dry farming areas is 553,737 hec- 
tares. Wheat, barley, alfalfa and coffee will be planted in the spring-summer 
and fall-winter seasons, “which will strengthen the Hidalgo economy,” he said. 


The governor stressed the lack of rain and the ban on drilling wells, as well 
as the lack of organization and training of farmers, which has caused the down- 
fall of farm production and the resulting unemplcyment. 


Rossell de la Lama said that ANAGSA [expansion unknown] will pay indemnifica- 
tions amounting to 331 million pesos to common land farmers and small land- 
owners who lost almost their entire crops of corn, beans, barley, wheat and 
oats because of the drought and frost over an area of 114,000 hectares. For 
this year, he said, the institution has requests to insure 124,000 hectares 
of the spring-summer season out of the 145,000 programmed. 


In addition, he said, BANRURAL will grant loans totaling 435,000 pesos for 
55,000 hectares of corn, wheat, barley and beans, among other crops, in the 
Pachuca district. 


In conclusion, he said that the average unit of common land and communal proper 
property is 3.5 hectares, while small farms average from 3 to 5 hectares. He 
was certain that during his third year in office, agricultural problems will 

be eliminated in Huasteca Hidalguense and the entire state. 
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COUNTRY SECTION MEXICO 


»TATE PROGRAM REVISED; CROPS REQUIRING LESS WATER CHOSEN 
Mexico City EXCELSIOR in Spanish 14 Jun 83 pp 1, 15 


[Text] The governor of the State of Mexico has launched a program to counter 
the effects of the drought, a program incorporating crops whose growth cycle 
is shorter than that required by corn and which need less water. 


Eduardo Azuara Salas, secretary of agricultural development and the SARH 
[Secretariat of Agriculture and Water Resources] representative in the state, 
also said that "we had a proposal: the 1983 Spring-Summer Plan for basic 
grain, which provided for the possibility of planting 872,693 hectares, includ- 
ing, because of its importance, corn, with 800,000 hectares; wheat, with 
10,067; beans, 33,136; oats, 4,938; and barley, 24,552. 


When the drought occurred, the official said, the plan was modified to make it 


a farm plan suited to the 1982-1983 spring-summer cycle. The areas were changed 


to give corn 617,129 hectares; wheat, 91,714; beans, 52,775; oats, 24,115; and 
barley, 39,105, which means that the modified plan yields 824,838 hectares, 
some 50,000 hectares of which will not [sic] fail to be planted. 


The modification will place more emphasis on production of wheat, beans, oats 
and barley instead of corn. We would still be self-sufficient in corn, based 
on production of beans because there are surpluses. 


The program also provides that oats and barley could be used as fodder for 
livestock. Barley is an element giving an economic yield and the impact on 
the state's farming economy would not be great. 


Azuara Salas said that the drought has ruined 10,000 hectares of crops and it 
is estimated that some 7 to 8 percent of the other areas could be affected 
if it does not rain. 


The new plan also includes a cloud seeding plan to be carried out by the state 
government. When clouds appear, they are seeded with silver iodide to provoke 


rainfall. He said that yesterday in Atlacomulco Atenango, seeding was done and 


it rained last night. 
Azuara Salas reported that with respect to areas still to be planted, the 


government is allowing options for farmers to obtain the necessary need to 
plant or replant, which will affect 135,000 hectares. 
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Cattlemen and livestock breeders were asked to plant oats instead of corn in 
order to have fodder. Some were advised to plant beans in rotation to help 
them with these short growing seasons and also provide seed, which is not 
easily obtainable. 


He added that most farmers have the fertilizer they did not use for corn. The 
government has 50,000 farmers listed to obtain loans and the necessary consum- 
able expenditures. In addition, since they are farmers not eligible for 
loans, the state government is backing them with the Rural Bank so that they 
may obtain the necessary credits. The only condition is that they be organized. 
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COUNTRY SECTION MEXICO 


ANACA CALLS FOR AGRARIAN REFORM, RURAL DEVELOPMENT 
Mexico City UNOMASUNO in Spanish 22 Jun 83 p 4 
[Article by Emilio Lomas M.] 


[Text] The National Farmers Alliance (ANACA) yesterday asked for a complete 
radicalization of agrarian reform, greater participation by farmers in govern- 
ment, promotion of the PRI [Institutional Revolutionary Party] ideals, parti- 
cipation in the programming of national television (Channels 11 and 13) and 
educational radio and a democratization of election processes. 


During the presentation of their basic documents, the CNC [National Peasant 
Confederation], the CCI [Independent Peasants Central Organization], the UGOCM 
{General Union of Workers and Peasants of Mexico] and CAM [Mexican Agrarian 
Council], acting as an alliance, said that it was urgent to "substantially 
reform" Article 27 of the constitution in order to modify support to agricul- 
ture, declare common lands and communal zones as collective production units, 
reduce the number of small farms and ranches, declare the continuation of 

small landholdings a crime and simplify agricultural procedures and formalities. 


The leader of the CNC, Victor Cervera Pacheco, spoke for 35 minutes, denying 

he had any interest in presiding over the alliance or that the CNC intended 

to make its participation dependent on the imposition of its statutes, program 
of action and declaration of principles. He said that the pact did not respond 
to group interests and that its priority was backing unity of farm organiza- 
tions. 


Among the main demands presented by the National Farmers Alliance at a press 
conference were the following: nationalization of the food industry and the 
chemical and pharmaceutical industries, promotion of the production of farm 
machinery, state control over the industrialization and marketing of farm 
products; overall planning in order to improve the processes of production, 
distribution and processing of forest, fishing and farm products. 


It asked for an increase in public investments for rural development, an 
increase in financing in order to develop farm and livestock raising, the 
elimination of middlemen in the marketing process, the establishment of a 
broad system of collection and storage of farm products, the development of 
higher forms of economic organization of farmers and collectivization of com- 
mon land holdings. 
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Within such a framework, ANACA aiso proposes to reorient production in irri- 
gation districts, promote and rationally develop water resources, expand irri- 
gated areas in the social sector of production, promote and rationalize fores- 
try and lumbering, integrate parastate and national enterprises for the work- 
ing, processing and marketing of forestry products, promote and organize fish- 
ing and ban fishing totally by transnational enterprises. 


ANACA said that it is necessary to have farmers represented on the National 


Minimum Wage Committee and on local and federal conciliation and arbitration 
boards. There must also be a joint fight against inflation. 
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COUNTRY SECTION MEXICO 


MILITARY SALARIES RAISED BETWEEN 44, 92 PERCENT 
Mexico City PROCESO in Spanish 20 Jun 83 pp 26-27 
[Article by Oscar Hinojosa] 


[Text] President Miguel de la Madrid has approved new pay increases (equiva- 
lent to salaries of civilian personnel) for the country's armed forces, in- 
creases ranging from 44.20 percent for division generals to 92.88 percent for 
lieutenant colonels. 


By virtue of Official Memorandum 3,695, dated 31 May 1983, the undersecretary 
of programming and budgeting for industrial development and services, Juan 
Jose Paramo, has informed the treasurer of the federation, CPA Salvador Mar- 
tinez Cervantes, that the new salaries "will go into effect on 1 June of this 
year for military personnel under the Secretariat of National Defense, based 
on the reorganization of such salaries and the consolidation.of ranks." 


The presidential order invalidates "pay levels and categories set forth in 
Official Memorandum 3.0.138 of 12 January, issued by this Secretariat," Paramo 
states in the new memorandum. 


New pay rates replacing those in effect up to 3l May and the corresponding 
percentage increase (based on official records) are as follows: 


Division general $108,615.00 $75,459.00 44.20% 
Brigade general $ 99,715.00 $60,610.00 64.52% 
Brigadier general $ 90,615.00 $51,261.00 76.77% 
Colonel $ 81,515.00 $43,877.00 85.70% 
Lieutenant colonel $ 72,415.00 $37,545.00 92.88% 
Major $ 63,315.00 $34,890.00 81.47% 
lst Captain $ 54,215.00 $30,090.00 80.18% 
2d Captain $ 47,390.00 $26,490.00 78.90% 
Lieutenant $ 40,565.00 $24,475.00 65.74% 
2d Lieutenant $ 33,740.00 $20,315.00 66.08% 
Sergeant lst class $ 29,190.00 $16,704.00 74.74% 
Sergeant 2d class $ 26,460.00 $15,107.00 75.14% 
Corporal $ 23,730.00 $14,195.00 67.17% 
Private $ 21,000.00 $13,839.00 51.74% 


Although the memorandum on which this information is based refers to "military 
personnel under the Secretariat of National Defense" (army and air force), the 
increase in pay is simultaneously applied to personnel under the Secretariat 
of the Navy. Both branches always receive equal treatment. 
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COUNTRY SECTION NICARAGUA 


U.S. "ECONOMIC AGGRESSION’ AGAINST COUNTRY ANALYZED 
Example of Sugar 
Managua BARRICADA in Spanish 23 May 83 p 3 


[Text] Last 9 May the Reagan administration suspended the quota of sugar it 
used to buy from Nicaragua by 90 percent, As all of us Nicaraguans know, with 
the exception perhaps of a member of the high Catholic hierarchy, this means 
of economic aggression and political blackmail is a part of the U.S, Govern- 
ment's strategy to overthrow the Sandinist Revolution, 


The intensification of acts of economic aggression through the sugar blockade 
poses immediate threats, but the possible extension of this measure to pro= 
ducts like meat, bananas or shellfish, which we export primarily to the United 
States, indicates to us that we must also prepare ourselves for the future, 


These are the topics we will take up today in [ the column | "Socioeconomics on 
Monday": the different forms of economic aggression we have resisted, our 
foreign trade situation in terms of the struggle we are waging to reduce our 
economic dependence on the United States and the diversification of our mar- 
kets from now on to deal with a possible generalization of the blockade, 


The example of sugar is very instructive ae to imperialist plans and we should 
also analyze it thoroughly, In addition to the illegal nature of the measure 
and the predominance in terms of which they are trying to justify it, the 
first thing that strikes the eye is the fact that it involves an attack on the 
mixed economy of our refolution, In addition to weakening the revolution eco= 
nomically, it attempts to create differences between the revolutionary state 
and private producers, and also to divide the Central American countries, 


Reviewing a bit of history, we realize that the sugar quota — now cut back — 
originated when the United States blockaded Cuba and divided up what it used 
to buy from the Cubans before among the different countries of Central America 
and the Caribbean, Especially rewarded were those governments loyal to its 
politics, like the Somoza dictatorship in Nicaragua or Trujillo's in the 
Dominican Republic, Now they are trying to do exactly the same thing by di- 
viding access to that market and the preferential prices they used to get from 
us among Honduras and other countries, They are still determined to divide 
our peoples with their policy of blackmail and aggression, However, the first 
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accusations formlated by Nicaragua in both the OAS and GATT have received the 
majority support of the Latin American countries and of other governments 
throughout the world, 


In Nicaragua 60 percent of the sugar cane and 52 percent of the sugar is pro- 
duced by the private sector and the rest of the production is in the hands of 
the APP [Area of the people's property]. While the country's overall economy 
is affected by the reduction, it is obvious that the private eneterprise sec- 
tor will see its economic interests seriously damaged, as they themselves have 
affirmed in the statement issued by the executives of the Nicaragua Sugar 
States (owners of the San Antonio Sugar Mill), This indicates to us that the 
chief enemy of our mixed economy — and we might add of political pluralism 
and international nonalignment — is the same American administration which 
with its economic, political, diplomatic and military aggression is creating 
a climate of uncertainty over the evolution of the economy, 


The revolutionary government's response to this economic aggression can be 
summed up in terms of three main approaches: first, denunciation of the United 
States before all internation economic organizations for violation of the OAS 
Charter and other treaties recognized throughout the world; second, the search 
with friendly countries for an alternative sugar market, an objective on which 
we are already working in order to market our 1983-1984 crop and those of the 
years to come; and third, continuation with our plans for expanding sugar pro- 
duction, for the domestic as well as for the export markets, 





Proof of this last approach is our continuation with the Malacatoya sugar pro- 
ject, for whose exports agreements with friendly countries are now being con- 

cluded which will enable us to sell our sugar in a stable situation beyond the 
reach of the constant price fluctuations that take place on the international 

market, 


In a word, we are striking back at the imperialists, 
Country's Foreign Trade 
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[Text] Together with financial and technological dependence, commercial de- 
pendence has always constituted one of the chief obstacles to the economic de-=- 
velopment of our countries, further aggravated by imperialist policy in the 
Central American region, 


Everyone is familiar with the constant beating our economy takes due to the in- 
stability of farm and livestock prices of the products we export and the con- 
stantly rising tendency of our industrial import prices, 


While the above in itself involves a very serious problem, it is made even 
worse when the imperialists try to exploit the blockading of markets (export 
and import) and an instrument of economic strangulation against countries like 


Nicaragua, 
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Conscious of this constant threat and of the historic experiences suffered by 
other countries like Cuba and Chile, the Sandinist Revolution has from the 
start promoted a qualitatively superior policy of "diversification of our 
foreign trade" to reduce our vulnerability to the aggressive actions of the 
United States, 


This means that we have to distribute our exports and imports among different 
countries and regions or, as the popular saying goes: "Don't put all your 
eggs in one basket," And it is even more important for us to see to it that 
our commercial relations are not subjected to any kind of political condition- 
ing and that they tend to become stronger with those countries that assure us 
stability and greater benefits outside the imperialist context of unfair trade, 


Three phases may be distinguished in the process of diversification of foreign 
trade and the struggle against dependency: 


1, 1950-1978, during which period our economy continued to diversify itself 
due to increased competition among the capitalist countries, 


2, 1979-1982, during which period our revolution transformed our foreign 
trade through a truly nonaligned foreign policy of mutual benefit to friendly 
countries, 


3, 1983, the search for alternative markets in the face of the U.S, Govern- 
ment's barefaced military and economic aggression against Nicaragua, 


The American empire's loss of worldwide economic predominance between 1950 and 
1978 due to an increase in competition with Japan, Western Europe, the social- 
ist bloc, China and the industrial products of Mexico, Brazil, Taiwan, etc, 

is conspicuous, In Nicaragua's case, the importance of the United States in 
terms of our exports dropped from 70 to only 23 percent and, as concerns im- 
ports, the change was even more abrupt, According to ECLA and Central Bank 
import statistics, 81 percent of our imports came from the United States in 
1950 while in 1978 their importance had fallen to only 31 percent, This fact 
is extremely important in evaluating the impact of the blockade, The world 

of the 1980's in which our revolution is taking place is radically different 
from the world of the 1950's and 1960's, The countries that displaced the 
United States in our trade were, in order of importance: those of Central 

and Latin America, Japan, China and Western Europe, 


During the second phase of our diversification (the phase of extended trade) 
our $xports to the United States remaintd at their old level while exports to 
the socialist countries orgainized within the CEMA and to tre rest of the 
capitalist world increased, as can be seen in Chart 1, Exports to the Third 
World countries dropped due to their reduced ability to buy in the midst of 
the economic crisis, As for imports, increases to the Third World countries 
and the CEMA were recorded between 1978 and 1982, During the same period 
there were sizable reductions in imports from the United States and the rest 
of the capitalist world, as can be seen in Chart 2, So it is obvious that, 
in the face of the United States* loss of predominance and the domineering posi- 
tion of the gringo government, countries with different political systems are 




















with a policy of respect for our sovereignty seeking mtually profitable eco- 
nomic relations with Nicaragua, 


Consequences of Economic Aggression 


The answer to this problem depends on exactly what kind of dependence on the 
United States at present exists; that is, what do we sell to and buy from the 
imperialists? 


Chart 3 shows that our dependence on the United States with regard to the 
traditional exports of coffee and cotton is really minimal, only 1 percent, 

On the other hand, we are very dependent on it as concerns the rest of our 
exports of farm products (62 percent), meat and fish (83 percent) and other 
agroindustrial products (18 percent), That is, it is precisely in terms of 
our agroindustrial expansion policy that it will be possible to increase sales 
volume, 


As for imports, Chart 4 shows that we depend on the United States for some 20 
percent of our durable and nondurable consumer goods and that we depend on it 
more for foodstuffs and beverages than for medicines, soap and durable con- 

sumer goods, over 50 percent of which come from the Third World and the CEMA, 


As regards items and capital goods for production, Chart 5 reveals that our 
most serious problems lie in the areas of raw materials for production and 
chemicals, in which sectors the Unites States retains the important shares of 
64 and 42 percent respectively of our imports, As for machinery, equipment 
and other manufactured articles for our industry and farm sector, the situ- 
ation is more encouraging because the United States controls between a fifth 
and a third of them, As concerns transport equipment, our dependence is mini- 
mal (only 9 percent, as can be seen in Chart 5), 


The Great Challenge 


The challenge in the economic situation is the development of a detailed stra- 
tegy in each sector where there is greater dependency, This will require an 
in-depth analysis to identify those lines of imports in which we run into more 
obstacles to diversification in the face of the blockade and the search for 
alternative sources in friendly countries, Moreover, the situation has re- 
quired more sacrifices, discipline and organization among workers to respond 
to economic difficulties with more efficiency and the systematic use of pro- 
duction resources as well as organization of the channels of distribution that 
will be affected, 


Basically, the empire is betting that the blockade will be hard enough to 
soften us up and to convince Nicaraguan producers that the Sandinist alterna- 
tive is not viable, At the same time the Reagan administration is already ex- 
ploiting the blockade to create divisions between Nicaragua and the rest of 
Central America, turning our quota — as is the case with sugar — over to 
other governments inclined to play ball with the imperialists, 
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Opposing these political and ideological plans of Reagan are four facts that 
are impeding the success of the blockade: 


1, Nicaragua is not an island, The generalized blockade will weaken the en- 
tire Central American economy (thus encouraging even more the discontent of 
the exploited masses) due to the strong interrelation of our economies, 


2. In the 4 years of the revolution the prestige and international political 
power of our process has been providing us with better opportunities for re- 
sisting the blockade through seeking alternative markets in friendly countries, 


3, Our people and the patriotic producers of this country have in the course 
of the conirontation with the American Government developed a high degree of 
anti-imperialist awareness, enabling them to make those sacrifices that may 
be necessary in order to guarantee our mixed economy and the defense of our 
homeland, 


4, The growing feeling of Latin American political and economic wity express- 
ed during the CECON [ Special Commission for Consultation and Negotiation | 
discussion in the OAS will help us to unmask the Reagan administration's hypo- 
critical policy and in international forums to demand the cessation of econo=- 
mic attacks on Nicaragua from a united position of condemation of the Reagan 
policy, 


Chart 1 


Nicaraguan Exports, 1977-1982: Destinations 
(in millions of dollars) 


Countries 1978 % 1982 = %& 

United States 150,8 23 96.5 24 
Rest of capitalist industrial world* 245.8 38 175.9 43 
Socialist countries (CEMA) 1,1 0 31,3 7 
Third World countries 2484 39 = 104.1 26 
Totals 646,1 100 407.8 100 


Source: Ministry of Foreign Trade, "Nicaraguan Statistics Bulletin, 1977-1981," 
and "Nicaraguan Foreign Trade Statistics Bulletin, 1982, No 3," 


* Japan, Canada and Western Europe, 











Chart 2 
Nicaraguan Imports, 1977-1982: Sources 


(in millions of dollars) 


Countries 1978  & 1982 _% 
United States 186.1 31 147.4 19 
Rest of capitalist industrial world* 146.3 25 172.8 22 
Socialist countries (CEMA) 3.6 0 «1 89,1 11 
Third World countries 257.9 43 366.2 47 
Totals 593.9 100 775.5 100 
Sources Ministry of Foreign Trade, "Nicaraguan Statistics Bulletin, 1977-1981," 


and “Nicaraguan Foreign Trade Statistics Bulletin, 1982, No 3," 


* Japan, Canada and Western Europe, 





Nicaragua, 1982: 


Chart 3 


Export Destinations by Product 


(in millions of dollars) 
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FUENTE: Ministerio 4e Comercio Exterior, “Nicaragua: Boletin Comercio Exterior 1980-82, No. 3” 


(1) banane, sjonjoll y srecer 
(2) incduye tengosts, comarones y ot'e pescado 


Keys (3) Japon, Canedé y Europe Occidental 

1. Countries, 

2, Coffee and cotton, 

3, Remaining farm,products, 

4, Meat and fish, 

5. Industrial products, 

6, Gold and silver, 

7. United States, 5 

8, Rest of capitalist world, 

9, Socialist countries (CEMA), 

10, Third World countries, 
Sources Ministry of Foreign Trade, "Nicaragvas: Foreign Trade Bulletin, 1980- 


1982, No 3," 


1, Bananas, sesame and sugar, 
2, Includes lobster, shrimp and other fish, 
3, Japan, Canada and Western Europe, 
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Chart 4 


Nicaragua, 1982: Sources of Consumer Goods Imports 
(in millions of dollars) 
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i 
43 


Beverages,and tobacco, 
Medicines, 

Soaps and cosmetics, 

Total of nondurable goods, 
Durable goods, 

United States, 

Rest of the capitalist world, 
Socialist countries (CEMA), 
Third World countries, 


1 


— Ovo DN HAUL WN = 


a> ab 


Sources Ministry of Foreign Trade, "Nicaragua: Foreign Trade Statistics Bul- 
letin, 1980-1982, No 3," 


1, Japan, Canada and Western Europe, 
2, Includes oils and fats; it was impossible to separate edible tallow, 


Chart 5 


Nicaragua, 1962: Sources of Imported Items and Capital Goods 
(in millions of dollars) 
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Fuente: Banco Central, Listado Aduana, Importaciones CIF 1982 
(1) dapén, Canadé, Europa Occidental. 


106 














4, During the first year of the revolution the $8,9-million credit the Export 
and Import Bank had granted Somoza in his last year was reduced to $40,000, 
That bank suspended guarantees to finance Nicaraguan imports, which affected 
us especially as far as obtaining spare parts was concerned, 


Financial Pressures and Attempted Boycott 


1, On the Inter-American Development Bank (IDB): In December 1981 the U.S, 
representative vetoed a $500,000 project for the development ofafarm and live- 
stock sector cooperatives which had been proposed to the Special Operations 
Fund, 


American pressures to block the granting of loans for the rehabilitation of 
the fishing sector and water and sewerage projects, With respect to this, on 
25 February 1983 Sen Jack Kemp proposed that the contribution of U.S, funds 
to the IDB be subject to the condition that that agency refrain from aiding 
"Marxist Nicaragua," 


2, On the World Bank: Starting with February 1982, American pressures on the 
World Bank led that institution to take unilateral action against Nicaragua 
which contributed to the suspension of the loan program and the demand for an 
economic stabilization program, There is documentary evidence of the political 
reasons behind this action, 


3. On private banks: Despite the financial solvency demonstrated by the re- 
volutionary government, international private banks, pressured by the Reagan 
administration, have virtually suspended the granting of new loans, making 
payment terms tougher or simply refusing to conduct such transactions, 


4, The Caribbean Basin plan: The exclusion of Nicaragua, along with Cuba and 
Grenada, from this plan for squalid aid for the region was accompanied by an 
obvious U,S, effort to control economic aid from Venezuela and Mexico to the 
countries of the region, 


Blockade or Trade War 


1, 1982: U.S, threats to refuse to import meat from Nicaragua if our country 
bought breeding stock from Cuba, giving as a pretext a possible dissemination 
of foot-and-mouth disease, although many international organizations maintained 
that the disease did not exist in Cuba, 


2, October 1982: The unexpected withdrawal of the Standard Fruit Company from 
its responsibilities in the marketing of bananas for export, although that com 
pany had signed an agreement with the country in 1980 guaranteeing its parti- 
cipation until 1985, 


3. 1983: The withholding of spare parts for computers purchased in the United 
States, 
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Oil and fuels, 

Raw materials, 
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Machinery and equipment, 
Transport equipment, 

United States, 

Rest of capitalist industrial world,* 
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Sources Central Bank, Customs listing, CIF 1982 imports. 
* Japan, Canada and Western Europe, 
Chronology of U.S, Actions 
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bret) Since Ronald Reagan assumed the office of President of the United States 
January 1981), economic attacks on our country have become an integral part 
of plans aimed at overthrowing the Sandinist Revolution, 


Destabilization of the economy, the generation of economic difficulties that 

' may provoke the masses to discontent with the revolution and the strengthening 
of their internal allies here have been some of the objectives of this aspect 
of the Reagan policy, intimately associated with military, political-diplomatic 
and ideological attacks, 


So far, these have basically appeared in three forms: the cutting off of bi- 
lateral aid, financial pressures on miltilateral credit agencies and the at- 
tempt to boycott them and the blockade or trade war, 


In what follows we will present a summary of the facts, 
The Cutting Off of Bilateral Aid 


1, February 1981: Suspension of payment of $15 million representing part of 
the celebrated $75-million loan, 


2, March 1981: Suspension of the $10—million loan for the purchase of wheat 
under the heading of the PL 480 progran, 


3, April 1981: The indefinite suspension of all future bilateral aid was an- 
nounced under the pretext of a supposed arms traffic to El Salvador by 
Nicaragua, Then an $11,4—million loan for rural development, education and 
health programs was suspended, 


4, May 1983: A 90=percent reduction in the quota for sugar which the United 
States used to buy from Nicaragua, resorting to exclusively political reasons, 
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COUNTRY SECTION PERU 


APRA OFFERS ALTERNATIVE TO GOVERNMENT ECONOMIC POLICY 
Lima LA REPUBLICA in Spanish 28 Apr 83 Message to the Nation Supplement pp I-XII 


("Analysis, Alternatives to Government Economic Policy" published by the 
Aprista Party of Peru, prepared by the National Government Plan Committee and 
edited by the National Publicity Secretariat; passages enclosed in slantlines 
printed in boldface] 


[Text] The PAP [Aprista Party of Peru] is aware of its his- 
toric and political responsibility at this difficult time 

in the country caused by the economic and financial crisis 
and the natural disasters that affect our fatherland. There- 
fore, APRA considered it its duty to present a document to 
the president of the republic drawn up by technicians of the 
National Government Plan Committee which contributes real 
solutions. This document was approved by the National Policy 
Committee and the National Executive Committee of the party. 


The party of the people has decided to publish this document 
so that the public can freely judge and evaluate what we sub- 
mit, thus opening a dialogue with all sectors. 


This publication has meant a real effort by the party of the 
people. It has done it in homage to the truth and to the 
Peruvian people, the unknowing masses during these dramatic 
times for the republic. 


PAP Message to the Nation 


Facing the unconcealable deepening of the social and moral crisis of the re- 
public and facing the grave decision of the governr2nt to obstinately persist 
in a mistaken policy inapplicable to national reality, changing ministers but 
keeping the main bases of an economic model that has demonstrated its failure 
unchanged, the PAP addresses the nation to maintain and reaffirm the urgent 
need for a change in government policy in order to prevent chaos, stop the 
undermining of the constitutional order and really begin to solve the main 
problems of the Peruvian economy and society. 


It is surprising to the party of the people that, after more than half of the 
AP [Popular Action]-PPC [Popular Christian Party] government term, the new 
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president of the Council of Ministers, Dr Fernando Schwalb, continues to main- 
tain--like his predecessor, Dr Manuel Ulloa--that the evils that afflict the 
majority of the Peruvians today are due to the burdensome inheritance from 

the military government and the difficult international economic situation. 
This is an attempt to hide the fact that the 2-1/2 years of implementation of 
the policy of the Ulloa cabinet was a profound failure as the figures them- 
selves demonstrate. 


This type of escapism, certainly aimed at hiding the historic responsibility 
of the governing parties as well as the people who represented them in these 
failures, does not lead to anything good. It limits the possibility of cor- 
recting the errors committed, lowers government prestige, spreads general dis- 
couragement and helps generate mistrust which hinders unity and makes consoli- 
dation of the democracy in the country difficult. 


Now that the government has been forced to recognize the seriousness of the 
national situation as evidenced by the recent explanation by the president of 
the Council of Ministers to Congress, it must also recognize that this situa- 
tion is mainly due to the neoliberal economic policy applied by the government. 
This has not only hurt the worker and the national businessman but has only 
benefitted certain nuclei of foreign capital, thus causing serious social dis- 
content without providing a single positive counterpart. 


The high social cost that must be paid by the large national majorities is a 
futile sacrifice since inflation has not slowed down, employment has not in- 
creased, public finances have not improved and new foreign investments on 
which the government based its expectations have not been attracted. Cer- 
tainly, the bases for subsequent economic revitalization and greater stability 
of the democratic system have not been laid. 


The PAP, aware of its role as leader of the democratic opposition, has drawn 
up a detailed analysis of the government economic policy. Not only are its 
main aspects evaluated but precise recommendations and alternatives are pre- 
sented. With these, it attempts to establish an open dialogue with the hope 
that the government will verify the errors committed and change the economic 
policy that it is implementing. 


The public nature of the dialogue is necessary since national attention and 
the interest of many union, professional and economic institutions focus on 
its topics. Democracy itself is educational and constructive dialogue. Cer- 
tainly, the PAP does not aspire to have the government parties accept its doc- 
trine or its government plan since it understands that its principles and doc- 
trine are very different from those of the present government. However, it 
feels that the seriousness of the crisis makes it necessary to reiterate sec- 
torial alternatives that include urgent corrections and hinder greater deteri- 
oration of the national situation. 


Because of the current dramatic circumstances of the country, responsible 
voices must speak out to propose solutions. They must show that all is not 
lost; there are actual possibilities and Peru can be reconciled with its future. 

















The country needs tu retain confidence in the democratic system. This is not 
done with half-truths, hiding responsibilities, systematically persisting in 
error and arrogance and keeping the features of a worn-out policy intact. Open- 
ness to dialogue must imply the willingness to change. 


I. Results of 32 Months of AP-PPC Government 


An evaluation of the results after 2-1/2 years of government reveals most of 
its promises broken and a more critical situation than existed at the begin- 
ning of its mandate. The profound crisis that is now recognized in all its 
magnitude is not only the product of external factors or previous mistakes but 
the result of 32 months of misgovernment, inefficiency and error. 


This becomes clear when it is verified that: 


1. /Inflation has not been reduced; on the contrary, it has increased and 
taken root at the highest levels recorded in our/ economic history. In 1981 

the government promised to reduce inflation to 40 percent; nevertheless, the 
year ended with 73 percent inflation. In 1982 the government again assured 
that inflation would be reduced to 45 percent; however, inflation again reached 
73 percent. It again told us that inflation would go down in 1983 but the 
official figures available for the first 2 months of the year show that the 
inflationary trend has become even worse. 


2. /Production has not been revitalized; on the contrary, it has stagnated 
and the present trend is recessive overall and sectorially./ In 1981 growth 
of the PBI [Gross Domestic Product] was only 3.9 percent. In 1982 it was even 
lower, barely 0.2 percent. These figures are far below the goal announced by 
the government of 6 percent annual growth for these years. 


This evolution shows a deplorable decline in the production of the manufactur- 
ing and fishing industries. These levels were even lower than those reached 

in 1980. The progressive loss of dynamism in the agricultural-livestock and 
construction sectors--sectors on which the government had based its overcon- 
fident announcements--can be seen. The end of the notable but ephemeral growth 
in commercial activity advocated by the government can also be seen. However, 
the dismantling of productive activity has not helped slow down inflation. 


3. /The million jobs announced have not been generated; on the contrary, em- 
ployment has dropped relentlessly in some sectors./ According to the statis- 
tics of the Ministry of Labor and Social Development itself, overall employ- 

ment continues to grow at a lower rate than the population. It has declined 

since the beginning of 1981 in the industrial sector and since the middle of 

1982 in the trade sector. 


The ephemeral jobs created by the rise in trade and construction already have 
begun to dwindle since both sectors are overwhelmed by inflation, a lack of 
liquidity and the decline in the buying power of most of the population. 


4, /The real wages of the workers have decreased instead of increased./ In 
1981 the real wages of the public and private sector went down an average of 
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3 percent. In 1982 the reduction in terms of buying power was even greater, 
more than 5 percent. 


Chart No. 1: Production Goals and Results 
(rates of annual growth of PBI in %) 








1981 1982 
Sector Goal Result Goal Result 
Agricultural-livestock 4.2 12.9 Tee 3.0 
Fishing 4.6 -11.3 5.2 -7.9 
Mining 4.1 -4.0 3.9 Tel 
Manufacturing 7.6 1.8 7.0 -2.4 
Construction 9.0 6.1 12.0 Pe 
Services 5.8 4.7 5.0 -0.2 
Total PBI 6.0 3.9 6.0 0.2 


Source: Ministry of Economy, Finance and Commerce and National Institute of 
Statistics 


*Basically includes services of health, education, transportation, banking, 
commerce, electricity and water. 


Chart No. 2: Inflation and Rate of Exchange Goals and Results 








1981 1982 
Factor Goal Result Goal Result 
Inflation in % 40 73 45 73 
Rate of excrange on 31 December 
at soles per dollar 414 507 779 990 


This has had a regressive effect on the distribution of income which can be 
seen in the national accounts. The proportion of wages in national income 
went down in 1981 and 1982. 


According to the calculations of the National Institute of Statistics itself, 
the cost of the average family market basket in metropolitan Lima is now more 
than 400,000 soles per month. This contrasts with the reduced level of the 
minimum wage which, in spite of the latest increases recently decreed by the 
government, is only 96,000 soles per month including allowances. This shows 
that the bulk of the crisis affects the labor sector. 


5. /Public finances have not been organized, are not controlled and, at the 


same time, reflect social injustice./ In 1981 the economic deficit of the 
public sector was approximately $1.6 billion o .2 percent of the PBI. In 
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1982 the government's goal was to reduce the deficit of the public sector by 
half. However, this goal was not achieved and, at the end of the year, the 
deficit was about 7 percent of the PBI. These results are certainly a re- 
flection of the government's inability to correctly draw up and execute the 
national budget as well as to give priority to current and capital expenses. 
They also reflect a fiscal policy aimed at granting large exemptions to the 
foreign enterprises that exploit our oil and large-scale mining and taxing 
the majority of national enterprises and consumers. 


Exceptional proof of the government's administrative inability is, without 
question, the fact that it hired a foreign consulting firm to draw up the 
1983 budget for the public sector at a cost of about 1 billion soles. This 
budget was first changed by the Bicameral Budget Committee because of the er- 
rors it contained and recently cut and restructured by the Executive Branch 
because it was defective. Neither the Parliament nor the country knows the 
direction of those changes. 


6. /The foreign debt has not declined but been abused./ With the urge to 
present itself to the rest of the world as a good "payer" and faithfully meet 
obligations to foreign organizations and banks with a zeal not seen in meet- 
ing domestic commitments and promises, the government has opted for the pol- 
icy of contracting more credit and making public finances more dependent and, 
consequently, weaker facing the dictates of foreign institutions like the IMF. 


Of course, the large foreign debt of the country is also the direct result of 
the naive opening of our economy at a time when it is going through a delicate 
situation and the industrialized countries themselves are protecting their 
markets. 


This opening which, according to the government, is oriented toward introduc- 
ing competition and, consequently, slowing down inflation has contributed ab- 
solutely nothing to curbing price increases. On the contrary, it has led to 
extravagance and conspicuous consumption by a minority of the people to the 
extreme that it has become one of the symbols of the populist government that 
conspires against the national productive base and worsens social antagonisms. 


The mistaken way that the government handled the foreign sector not only hurt 
national production but caused a great imbalance in the balance of payments. 

This is the reason it is now forced to rapidly devaluate our currency, thus 

contributing to stir up inflation. Instead of attacking the problem through 

productive revitalization, the government prefers the dependent road of more 

debts which it had promised to reduce. 


7. /Centralism persists./ This is a result of the lack of a defined govern- 
ment decentralization policy and also the absence of adequate planning for 
regional development due to the enormous influence of liberal philosophy on 
government policy which limits the use of direct instruments of implementation. 


The government's fear of handing over power directly to the local and regional 
governments and the low priority it gives to providing adequate resources to 
the municipalities and regional corporations, converting them into branches 
of the central government, contribute to this. 
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8. /The health and education of the Peruvians have seriously deteriorated./ 
The state of health, measured in terms of the most sensitive indicators, is 
more precarious each day. It is possible to see this clearly when it is veri- 
fied that calory and protein consumption, especially in the rural and marginal 
urban areas, has dropped and there are high rates of infant mortality. The 
types of illnesses, the reappearance of diseases that were considered con- 
trolled or eradicated like malaria and yellow fever and the worsening of tu- 
berculosis, typhoid, rabies and children's gastrointestinal diseases also 
show this. 


In this case, as in many others, it is impossible to argue that the situation 
in Peru is less serious than in other countries in Latin America. It is ob- 
vious that this decline in health indicators has brought Peru to last place 
on the continent along with Bolivia and Haiti. 


There is a similar situation in schools and universities. 


Education does not seek the integral, harmonious development of the person. 
The orientation, structure and curriculum do not respond to our reality nor 
to the challenge of the future of the country. 


Access to education becomes increasingly more difficult due to the limited 
educational infrastructure and the serious socioeconomic situation of the 
child and the family. This also explains the high school dropout rate: out 
of every 100 children who begin school, only 8 graduate from secondary school. 


The government is indifferent toward this situation. It does little or no- 
thing to solve the distressing problems of the teacher or to attend to the 
university system that remains abandoned and in chaos. As in the health sec- 
tor, the government gives low priority to public expenditures allocated to 
this sector. 


9. /Housing is not more accessible to the people now but has become scarce 
and expensive./ The seeming prosperity and expansion of demand that the gov- 
ernment believes it sees in the large number of /requests/ to buy recently 
constructed housing in the capital is only the reflection of the desperation 
to achieve satisfaction of a basic need that exceeds every estimate of the 
real ability to pay. It is obvious that this housing is completely beyond 

the reach of the popular classes and even beyond the reach of the middle 
classes since there is no relationship between its cost and the family budget. 


10. /The foreign policy is not independent but rather one of rigid alignment 
with the United States./ Our country had maintained a consistent foreign 
policy as a leader of the common interests of the countries of Latin America, 
the Third World and the Movement of Nonaligned Countries. Today it demon- 
strates a policy of rigid international alignment with the United States. 


As a result of the serious crisis that affects the industrialized countries, 
they try to restructure the present international order based on their parti- 
cular interests and against the Third World countries. At this time, the 
Peruvian Government aligns itself precisely with one of the parties most 
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interested in maintaining the unjust international order rather than advocat- 
ing a foreign policy that seeks to strengthen the bloc of underdeveloped 
countries. 


11. /Corruption and immorality have not declined; reality demonstrates a 
strong increase./ The government has not only revealed that it is incapable 
of successfully confronting the economic crisis but it has permitted a moral 
crisis in the country to become worse. This is revealed in the increased 
corruption in public administration, "payment" for political favors under 
different forms, the purchase of jobs and the existence of phantom officials, 
corruption in granting public bids, increased drug traffic and smuggling that 
cannot be explained without the complicity of certain officials or authorities 
and the notable increase of secret production and informal markets where il- 
legality and speculation predominate with the knowledge and tolerance of the 
government. 


In his recent explanation, the president of the Council of Ministers expli- 
citly recognized the seriousness of this situation when he referred to the 
need for morality in public offices. At this time, the PAP reiterates its 
demand to the government that, facing all these accusations, it must act 
quickly to conclude investigations or compile evidence to present the respec- 
tive judicial testimony and punish those responsible. Otherwise, the state- 
ment of the president of the Council of Ministers will be nothing more than 

a Statement. 


12. /Despite its alleged democratic essence, the government has begun to at- 
tack human rights and the free exercise of democratic freedoms./ The crisis 
that affects the country is an integral crisis. It is not just a serious 
economic crisis; its worsening has led to profound social discontent and in- 
creased violence. 


In recent months we have seen political violence reach alarming levels, jeo- 
pardizing leftist extremists as well as the forces of order and the peasants 
themselves who carry out retaliation with the forebearance of the government. 


It is impossible to pass over events like the murder of eight journalists 

from Uchuraccay or the actions that the government has begun against human 
rights and the free exercise of democratic freedoms, violating the Habeas 

Corpus Law and ignoring the resolutions of the judicial branch, flagrantly 
violating the constitutional provisions. 


There has also been harassment of members of the legislative branch, the sys- 
tematic repression of workers who exercise their just right to strike and 
manipulation of the mass media to distort reality and create situations of 
confrontation. These had the tragic epilogue of four deaths in the last na- 
tional strike. 


What is more serious is that, instead of looking for ways to prevent the re- 
petition of concrete actions like these, the executive branch tries to give 
them an institutional basis through the bill recently presented to the legis- 
lative branch which seeks to repeal the right to strike. 
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Tne PAP reiterates its condemnation of political violence since this leads 

to polarization of society and contributes to the breakdown of the constitu- 
tional order. The party of the people has always fought for this order in 
its social dimension of justice. t also warns the country that social peace 
must be preserved within the corresponding legal framework. This mechanism 
should not be used to quiet the opposition. 


The basis of the current political violence is the in-depth economic and so- 
cial imbalances existing in our country. In this sense, the party of the peo- 
ple verifies that the government's economic policy--to a great extent respon- 
sible for the current economic and social problems--does not help the fight 
against violence because it does not help create adequate working and living 
conditions for a large number of Peruvians. 


II. Need for Change 


After 32 months of AP-PPC government, the results show, without any question, 
the failure of its economic and social policy and the need to change it for 

a better one that prevents the worsening of the already serious situation 

and does not endanger the stability of the democratic and constitutional order. 


The failure of the AP-PPC government is due to a lack of correspondence be- 
tween its policy and the reality of the country--that is, its demonstrated 
inability to perceive the nature of the main problems that afflict the Peru- 
vian economy and society. It is also due to its lack of sensitivity to admit 
errors and accept different ideas. It is mainly due to its ability [as 
published] to organize the national economy and lead it authoritatively, but 
without authoritarianism, toward development and social justice. The "neo- 
liberal" economic model that it wanted to establish in Peru has failed. The 
government has tried to ignore this reality, resorting to the arguments of 
the "international crisis" or the “burdensome inheritance from the military 
government," factors that have had a negative influence but do not explain 
the present situation in themselves. 


This failure is the responsibility of the government team as a whole and the 
AP as well as the PPC. In spite of the fact that the latter tries opportu- 
nistically to appear detached from the plans of the government and present 
itself only as the executor, it is unquestionable that the government is sup- 
ported only by those with whom there is basic agreement. Many of the state- 
ments that form the neoliberal model applied by the government are also in 
the PPC electoral platform and have been carried out by public officials es- 
sentially tied to that party. 


Tne AP-PPC government cannot avoid responsibility in the failure of its eco- 
nomic policy. The message of the president of the Council of Ministers con- 
tains an implicit recognition of this failure. However, there is no inten- 
tion to change. It stubbornly persists in an economic policy whose main fea- 
tures continue to be that: national development will come from abroad; the 
search for alleged foreign "competition" is better and more effective than the 
encouragement of national productive sectors; the cost of the measures imple- 
mented requires an even greater sacrifice from the more depressed sectors of 
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the population; it is preferable to accentuate the primary structure and 
greater transnationalization of our economy than encourage a sustained pro- 
cess of productive revitalization and support to the industrial sector; plan- 
ning is not important; and the handling of the different instruments of eco- 
nomic policy must respond to typically economist and monetarist criteria, 
leaving all the initiative to the private sector. 


Therefore, a new economic focus is needed to unify the country and jointly 
undertake the effort toward recovery and the search for a better standard of 
living for the Peruvians. 


However, this new focus must start with a strong determination to change the 
present economic policy to reclaim the importance of planning, the agreement 
of productive and social sectors and protection for industry and national 
production in general. The developmental and regulating action of the state 
must be strengthened and invigorated and speculation limited. Benefits must 
be granted to favor the priority economic sectors and the neediest social 
classes--the bulk of the population. 


Tne PAP proposes an in-depth change in the government's economic policy, not 
just slight changes within the framework of a model that has already demon- 
strated its failure in our country and any other place that has tried to im- 
plement it. 


There is not only broad justification to carry out this change because of the 
above mentioned considerations but also a great national consensus of the 
workers as well as businessmen, professionals, experts in the national reality, 
nousewives and the institutions and organizations that group them and repre- 
sent them. 


The most important thing is that the people as a whole demand a change in the 
economic policy since they cannot remain much longer in their situation of 
poverty nor continue being sacrificed by the present policies. 


The basic aspects that the country needs which are repeated here were already 
explained by the PAP in its Message to the Nation last 27 September. On that 
occasion, we ended by indicating that, as painful as the measure could be 

for the president of the republic and the governing party, the complete change 
of all those who held some place of importance in the leadership of the na- 
tional economic policy--with Minister Ulloa the main person responsible--was 
indispensable. 


About 2-1/2 months later, the president of the republic decided to relieve 
Dr Ulloa and some of the ministers responsible for the economic leadership. 
This aroused expectations that the government would finally change course. 





However, although the explanation to the Congress by the new president of 

the Council of Ministers presents the basic aspects of the present situation 
with greater clarity and precision, avoiding many of the ambiguities of his 
predecessor, he essentially repeats the same mistaken policy that the govern- 
ment has implemented from the beginning. 
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Of course, this frustrates the expectations of the Peruvian people once more 
since everything indicates that the major national problems will continue 
unsolved, foreign dependency will become worse and democratic understanding 
will become more difficult since the doctrinaire and political positions of 
the government are even further from those that the PAP supports. 


Under that circumstance, the constructive dialogue that we demanded and that 
the government said it was willing to agree to will only have meaning to the 
degree that the government demonstrates that it is willing to introduce in- 
depth changes, not just changes in shading, in its policy, at least in the 
following essential points. We expressed many of these in our previous mes- 
sage and we reaffirm them on this occasion. 


III. Most Urgent Measures APRA Demands from Government 
First: Absolute Priority to Revitalization of National Productive System 


This change is basic tu the PAP and implies the adoption of a coherent set 
of measures to support national production that make up a true Emergency 
Program. 


We share the desire to promote the Special Mining Enterprises as an expres- 
sion of joint enterprises to ease the crisis "with more partners and fewer 
creditors" in exchange for not mortgaging our nonrenewable resources and sov- 
ereignly contracting the conditions for participation of foreign capital under 
our laws. 


We denounce administrative corruption and the scandalous traffic in gold min- 
ing rights in Madre de Dios as well as the almost compiete paralysis in the 
execution of the Catastro mining project. It merits emergency treatment to 
guarantee mining titles. We also demand greater support for technological 
research and development by organizations in the sector and national 
universities. 


We demand immediate compliance with the constitutional mandate concerning 
participation in the revenue generated by exploitation of national resources 
for the regions where these riches lie. The Mining Canon is a national claim 
and demand that must be immediately satisfied. 


Last, we demand a more energetic and effective policy to defend the terms of 
exchange, making our voice heard in the international forums, harmonizing with 
the demands of the countries that supply raw materials and seeking the solu- 
tion to our needs through Latin American integration. 


Second: Revision of the Foreign Trade Policy 


The foreign trade policy practiced by the government must be modified signi- 
ficantly since it permits indiscriminate imports and discourages nontradi- 
tional exports, thus harming national production and the proper balance in 
our balance of payments. 
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Tne former modification of the customs policies, the time when it was done 
and its gradual implementation were not backed by an empirical analysis that 
visualized the development of the industries that it was trying to encourage. 


A large quantity of products, especially textiles, have entered the country 
at dumping prices. Smuggling has increased substantially and, combined with 
the irregularities in appraisals, have practically voided protection for our 
industries. 


In its first attempt to correct the customs policy, the government established 
a surtax of 15 percent of the customs rate in 1982. This measure was inade- 
quate considering the large customs reduction app'* d by the government in 
1981. Recently the economic team again corrected the customs policy by chang- 
ing the above mentioned surtax to 10 percent of the CIF value of the imported 
goods. Although this measure increased protection for finished national pro- 
ducts that have foreign competition, that increase has not been significant 
Since these have a higher tariff than supplies do. In the case of the latter, 
this new system has increased the cost of imported supplies which will hurt 
finished national products that will have increased costs. The net effect 

of this last modification of the customs policy is negative to the degree 

that the average tariff increases. For example, for a product whose customs 
rate is about 20 percent, the difference between the old system and the new 

is about 7 percent of the CIF value of the imported product. In the case of 
a product whose customs rate is about 60 percent, the difference between the 
two systems is barely 1 percent of the CIF value. 


The government quickly reestablished the model of development and amended the 
Law to Promote Nontraditional Exports in order to reduce the fiscal expendi- 
tures caused by the incentives. Thus, it proceeded to an important reduction 
in the level of the CERTEX [Export Certificates], approximately 34 percent. 
The effects of these measures caused a reduction in the level of nontradi- 
tional exports that dropped 17 percent in 1981 compared to 1980. 


We must point out that the reduction of this compensating mechanism has pro- 
duced an effect contrary to that desired, leading to a reduction in the pro- 
duction of nontraditional exports and related sectors. This situation will 
mean leSS government revenue. 


In 1981 the government established a new system for the credits of FENT, 
changing the financing granted in national currency at a 
subsidized rate to a system of loans in dollars. With the replacement of 

the old system in national currency by the new system in foreign currency, 
the exporter was hurt by the higher financial cost. That measure also per- 
mitted the government to strengthen its position in terms of foreign currency 
by using the prefinancing capacity of the private sector. This way the gov- 
ernment has achieved savings by reducing the level of incentives. 


The government has finally perceived the harm created by the FENT system in 
foreign currency and has been forced to correct this policy by forming a fund 
of 60 billion soles to finance nontraditional exports. Unfortunately, this 
is only a partial change due to the fact that the system established in 
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national currency will be applied only for preshipment operations since post- 
shipment operations will continue to be financed in foreign currency. 


Interest rates for the new FENT fund in national currency have not yet been 
determined. Considering the interest rates in measures the government called 
"promotional," these might not meet the objective of revitalizing the sector 
of nontraditional exports due to their high cost. In conclusion, correction 
of the economic policy in this field has been inadequate in amount of re- 
sources and might be onerous in cost. 


Concerning the problem of compensatory rights imposed on the national textile 
sector by the United States, the Ministry of Economy, Finance and Commerce 
has recommended that Peru sign the GATT Subsidies Code. The alleged benefit 
of this measure is that in order to apply compensatory rights, the United 
States would have to first prove the existence or threat of harm to its na- 
tional industry. However, as a counterpart to the "benefit" of the proof of 
harm, the UnitedStates--without any right and against the rules of GATT-- 
demanded that Peru sign a unilateral statement in which Peru would promise to 
eliminate its incentives for nontraditional exports (CERTEX, FENT, FOPEX, 
SECREX, etc.) until December 1985. By implementing this proposal, the present 
government is tying the hands of the next government that will have serious 
limitations in giving incentives to nontraditional exports. 


The U.S. Government also demanded that a quota system be established for Peru- 
vian textiles. It would be based on the level of Peruvian exports to the 
United States in 1979, a level that does not consider the new textile fac- 
tories that began production recently. 


We feel that the alternative proposed by the government is not a solution to 
the problem since even in the hypothetical case that Peru signs the code, the 
United States could still apply compensatory rights against the denounced 
products since it has been demonstrated that the United States applies the 
criteria to determine proof of harm arbitrarily, at its convenience. 


It is felt that the alternative proposed by Minister Ulloa and ratified by 
the current minister, Rodriguez Pastor, is not appropriate. We say that the 
United States is not complying with Article 6 of the GATT Pact that estab- 
lishes that no signatory country will impose compensatory rights unless it 
determines that the effect of the subsidy causes substantial harm to its do- 
mestic industry. Since the United States is a member of GATT, it must prove 
harm to its industry before applying compensatory rights against member coun- 
tries of GATT. The United States cannot exempt itself from this obligation 
alleging that proof of harm is inconsistent with its internal legislation 
(Tariff Act of 1930). There is no inconsistency between application of proof 
of harm and the U.S. law which did not mention proof of harm for the applica- 
tion of compensatory rights. 


Independent of the above, the Foreign Ministry should speak out about the pos- 


sible lack of compliance by the U.S. Government with the bilateral textile 
pact signed between the United States and Peruvian Government on 10 September 
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1975. It is an agreement that exports of fabrics or textile products in gen- 
eral from Peru to the United States can enter that country without quantita- 
tive restrictions as long as they do not hurt the U.S. market ("market dis- 
ruption"). By applying compensatory rights against Peru without having first 
determined harm to its market, the United States would not be complying with 
this treaty between the two countries. We feel that the Peruvian Government 
must demand compliance with this treaty. 


The above statements show that the government must use the mechanisms in- 
cluded in GATT and any method the international treaties permit in order to 
force the United States to respect the original GATT Pact and apply proof of 
harm. Otherwise, the corresponding sanctions should be applied. 


We feel that the government has not used the alternatives proposed because it 
has not made an exhaustive analysis of the possible alternatives or because 

it has not felt it was appropriate to confront the United States inside or 
outside GATT. The alternative presented does not try to insure the elimina- 
tion of protectionist measures or achieve application of proof of harm. How- 
ever, it is an alternative that has been and is available to Peru and other 
countries that have assumed independent positions facing U.S. pressures. Some, 
as in the case of India, have had final results favorable to their interests. 


The measures that are presented below are designed to protect national produc- 
tion, confront the growing protectionist practices and export subsidies that 
the industrialized countries and some semi-industrialized countries practice 
as well as improve the national system to develop nontraditional exports in 
order to stimulate production, generate employment and attract more foreign 
currency. The main measures are as follows: 


a) Selectively increase the customs rates for finished and intermediate pro- 
ducts that compete with national production on the domestic market to provide 
effective protection for our industry. 


b) Increase the range of customs rates in order to modify the price structure 
in the national economy, restructure consumption so that it corresponds to 
national production and its resources and protect the industry due to its 
priority for national development. 


c) Improve the moral and technical conditions of the customs system to pre- 
vent smuggling and irregular appraisals. 


d) Improve the system of incentives to promote nontraditional exports in or- 
der to adapt them to foreign trade practices. 


e) Develop a more aggressive policy through FOPEX so that the funds can be 
used in a more effective way, creating new marketing channels and identifying 
potential markets for our products. 


f) Implement binational trade agreements and support the barter system. 
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g) In relation to the problem with the United States concerning compensatory 
rights imposed on Peruvian textile products, we feel that the method adopted 
by the government is incorrect. We feel that the alternatives presented about 
using the mechanisms of GATT to force the United States to comply with its 
provisions and also make it comply with the existing bilateral treaty between 
the two countries should be duly analyzed by the government to properly defend 
national interests. 


Third: Restructuring of Fiscal Policy 


The taxes now in effect in the country do not coincide with the alleged econo- 
mic development objectives that the government announced because they have not 
led to an increase in the gross formation of capital in the country, they have 
not contributed to the generation of employment, they have made the distribu- 
tion of income even more regressive, they have made the formation of national 
savings more difficult and they have not redefined patterns of consumption or 
permitted the capital structures of the enterprises to be reshaped. The above 
has been reflected in a persistent decline in tax pressure revealed in per- 
centage drops in revenue for 1981 and 1982. For example, the tax pressure in 
1980 was about 22.39 percent while it went down to 17.74 percent and 17.34 
percent in 1981 and 1982, respectively. 


Tax revenue has declined proportionally faster than the PBI. This means that 
the system is unflexible in relation to the PBI. This has meant a major re- 
duction in the current revenue of the state, decreasing savings in the current 
account, which explains the growing foreign debt needed to maintain the in- 
vestment level that our economic development process requires. It could not 
be sustained on private investment since the system does not permit it. 


It should be pointed out that the system has experienced a major change by re- 
ducing the contribution of direct taxes to total revenue (tax exemptions for 
oil and mining and change in the income tax system for fourth and fifth 
category). 


The level of indirect taxes increased when the goods and services system for 
the IGV [General Sales Tax] was changed. (The increase of rates on fuels, 
services, goods and construction materials had a greater impact on the price 
level than the nontaxation of the construction sector.) Also new indirect 
taxes were established like the tax on electricity and water consumption which 
has a major effect on price formation and the inflationary process. 


One aspect that shows the incorrectness of the tax policy of the present gov- 
ernment is the income tax. Supreme Decree No. 287 (promulgated during the 
first Belaunde government) established that the legal base of the tax was the 
concept of world income (taxpayers pay taxes on revenue generated inside the 
country and abroad). Later, through Legislative Decree No. 200, the govern- 
ment established that the legal basis of the tax would be Peruvian income 
(taxes are only paid on revenue generated inside the country). With this pro- 
vision, the personal income tax became regressive since the wage tax was used 
as a credit for its payment. However, a few months later the government 
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itself, through Law No. 23337, returned to the system established by Supreme 
Decree No. 287--that is, the concept of world income. Later, the government 
changed the concept of total income by separating and changing the systems 
corresponding to the fourth and fifth category. This measure clearly favors 
people with higher incomes due to the fact that, independent of the income 
level of the people, there is a 10 percent limit on the tax rate. While the 
government says it encourages the process of gross formation of capital, in 
practice it has made this process more expensive through the change in the 
tax on goods and services through the IGV and the creation of the capitaliza- 
tion tax on exempt profits and reinvestments. Under the system of the old 
tax on goods and services, acquisitions of capital goods paid a tax of 6 per- 
cent on the value of the purchase. The amount of the tax was included in the 
accounting value of the asset. Therefore, it was subject to depreciation and 
subsequent reevaluation, obtaining a more just recovery of the tax. The ap- 
plicable rate of the IGV increased to 16 percent which requires a greater fi- 
nancial effort and, consequently, a greater cost. On the other hand, the 
amount of the tax is not part of the accounting value of the fixed asset. 
Therefore, it is not recovered through depreciation nor subject to reevalua- 
tion; it is recovered in four parts without interest and in current soles. 


The above situation becomes worse if the source of investment funds is a re- 
investment of profits since a 5 percent tax on capitalization of exempt pro- 
fits and reinvestments has been created, making this source of funds more ex- 
pensive. Since the tax should be subtracted from the exempt profits or rein- 
vestments, the state in practice is again reducing the capital formation of 
the enterprises without recogniziug it as an expense. 


The government is pressured by the decrease in its current revenue--the result 
of its mistaken tax policy--and the increase in the level of expenses (caused 
by the excessive increase in bureaucracy and the economic team's refusal to 
refinance the foreign debt). It has been forced to generate revenue through 
an increase in the rates for public services. We can see that the prices of 
gasoline and electricity, among others, have increased faster than inflation 
which in itself is a heavy burden for the people. 


The people can remember that the government began the process of price in- 
creases for gasoline with the argument that this would be related to the in- 
ternational price of oil. However, the latter has gone down from $35 per 
barrel to $29 (and threatens to go down to $25 per barrel) without meaning a 
decrease in the domestic price of gasoline. In this case we find ourselves 
once more in a situation of inconsistency between the policies announced by 
the government and their application. It would not be surprising if now the 
government told us that the main reason for the price increase for gasoline 
is the cost structure of PETROPERU [State Petroleum Agency] which would be an 
easy way to hide the inefficiencies of the present government. 


Finally, it is necessary to explain that these rate increases above the infla- 
tionary level constitute one of the basic causes of the inflationary process. 


The inconsistencies have been so extreme that the government itself has been 
forced to recognize them in recent days and present bills to correct them. 
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The PAP feels it is indispensable to redefine the instruments of the tax pol- 
icy coherently and progressively so that they aid the economic development of 
the country. The following elements must be considered: 


a) Restructure the tax system in order to achieve an appropriate level of tax 
pressure that should remain flexible toward the increase in the PBI. This 
will be achieved through a constant analysis of the level of rates, taxable 
activities, the periodicity of taxes, terms for payment and a set of priori- 
ties for tax exemptions. 


b) Give the organism in charge of tax administration the suitable technical 
personnel to develop its functions properly. A process of effective decen- 
tralization of functions and responsibilities is also indispensable. It is 
necessary to improve auditing techniques to detect the number of delinquent 
taxpayers or those with fraudulent statements in order to increase tax reve- 
nue, directing the large existing staff toward this and not obvious political 
persecution. 


c) Implement a global income tax system for individuals and, concurrent with 
it, a business income tax. This assumes amending D. L. No. 200 and eliminat- 
ing the exclusive system for incomes in the fourth and fifth category. 


d) Eliminate the taxes that affect capitalization through surpluses of re- 
evaluation of fixed assets and capitalization of exempt profits and reinvest- 
ments, authorizing their deduction as an expense on the income tax return in 
the fiscal year they have been applied. 


e) Reduce the rate of the IGV that affects acquisitions of capital goods and 
substantially decrease the period of recovery of that tax. 


f) Redefine the taxes on services not included in the IGV. 


g) Establish provisions that force the oil enterprises, subsidiaries of for- 
eign enterprises, to maintain net capital permanently in the country, concur- 
rent with the level of its debt, prevent depreciations of fixed assets ac- 
quired with reinvestments to be sent abroad and eliminate the exemptions 
granted in the oil contracts. 


Fourth: Revision, Curb on Foreign Debt Policy 


As a result of the government policy of reduced customs and free imports, 
discouragement to nontraditional exports and the drop in the international 
prices of raw materials in 1981 and 1982, the country recorded significant 
deficits in its trade balance. Added to the unfavorable balances obtained in 
the balance of services, there were serious imbalances in the balance of cur- 
rent accounts. 


Instead of correcting its policy, the government opted for the easy but depen- 


dent road of foreign debt to confront these imbalances. In this way, it in- 
creased the already high debt levels existing in 1980. 
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The net foreign debt increased from $7.941 billion at the end of 1980 to more 
than $11 billion at the end of 1982, an increase of 40 percent in only 2 years. 


These figures, of course, reveal the growth of the country's foreign debt, 
taking as reference the amounts of credit that have already been dispersed. 


If the total amount of the credits agreed to by the present government is con- 
sidered, it is possible to see its great propensity to foreign debt even more 
clearly. Unfortunately, the government has not made public the total amount 
of credits agreed on by the central government and the state enterprises since 
August 1980. 


However, if the authorizations that it has granted for credit agreements dur- 
ing the last 2-1/2 years are added up, it is possible to state that the amount 
of authorizations is almost equal to the present foreign debt. 


Given our economic recession and the uncertainty about its productive future, 
it is obvious that the country cannot continue increasing its debt as it has 
been, especially since the greater sacrifice for payment of the debt falls 
on a people seriously burdened by the present crisis. 


Since dispersements of the foreign credits agreed on will be made based on 
the periods of implementation of the different investment projects and since 
a large number of them are long-term construction projects with grace periods 
that in some cases go beyond the start-up of the projects, the main impact of 
the foreign debt will be felt after the present government has left. 


Along with the negative evolution of our foreign sector, there has been a 
deterioration in the conditions under which foreign resources are being at- 
tracted. This can be seen in the interest rates and commissions of the latest 
debt operations in foreign currency. However, this deterioration is clearly 
demonstrated in Law No. 23509 (the 1983 Budget Financing Law). Its Article 27 
establishes the amounts to be agreed to by the government but does not fix 

the financial conditions that will govern the different types of credit. This 
is a clear violation of Article 140 of the Political Constitution that estab- 
lishes that the credit conditions must be approved by law unless the govern- 
ment tries to have each foreign credit operation passed by Congress. The PAP 
feels that the government has the obligation to speak out about this constitu- 
tional violation. 


Facing this situation, the PAP presents the following measures: 


a) Reformulate the government's foreign debt policy in order not to acquire 
goods and services from a certain country merely because there is a protocol 
that offers financial resources uncer concessionary conditions. On the con- 
trary, first the goods and/or services to be acquired should be determined 
based on prices, quality and other technical considerations. Once this is de- 
termined, the financing offered will have to be evaluated. Systems that per- 
mit international competition should be used. 
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b) When evaluating the possibilities of financing a project through credits 
from the World Bank or the IDB, the economic and social cost of the special 
conditions that these organisms impose must be considered. It must be remem- 
bered that the financial conditions of these organisms are not always the 
most convenient due to the interest rate of the loans compared to the cur- 
rencies in which they are dispersed and amortized. 


c) Faithfully comply with the Political Constitution and the existing laws 
concerning agreement and approval of credits and make public the amounts 
agreed on and the financial conditions of the loans contracted by the state 
enterprises themselves. 


d) Refinancing of the foreign debt is considered necessary for the following 
reasons: 


Although there is no direct relationship between the amount of the foreign 
debt to be refinanced and the availability of more funds to finance other bud- 
get entries, it is reasonable to expect that part of the resources that might 
have been attracted on the foreign market to pay the debt service can be allo- 
cated to finance budget entries. 


The main difference between the measures implemented by the government to ob- 
tain foreign resources to finance the current deficit in the balance of pay- 
ments which allegedly totals $900 million and our plan for refinancing the 
foreign debt lies in the fact that the government tries to solve the short- 
term problem (1983 deficit) through a 90-day deferment of payment of the short- 
term debt and refinancing the debt due between 7 March 1983 and 6 May 1984 
contracted by the national public sector with foreign commercial banks. 


The PAP plan involves a medium-term solution that not only includes the debt 
contracted with foreign commercial banks but also with other foreign lenders 
like, for example, the export credit agencies (EDC in Canada, EXIMBANK in 
Japan and the United States, ECGD in the United Kingdom, etc.), credits from 
suppliers, government to government credits and others that represent a more 
important part of the foreign debt than the part refinanced by the government. 





The strategy that the government has followed in 1981 and 1982 and that it is 


trying to apply in the present fiscal year has been to obtain foreign credits 
to finance the current deficits in the balance of payments in the hope that 


the international prices of our main exports will improve. However, almost 

3 years of government have elapsed and there is no clear prospect of recovery 
of the prices of traditional exports. It is not possible for the economic 
policy to continue resting on factors completely outside the country and con- 
tinue with a policy based on a primary export model instead of supporting the 
bases of the economic development process on a solid national industry (com- 
plemented by appropriate measures of support to the agrarian sector), a sector 
that is not affected by the swings in the international prices of raw 
materials. 


Since the situation of our foreign sector has been steadily deteriorating 
under this government and the prospects for the present year are even less 
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optimistic, it is more reasonable to initiate negotiations for an integral re- 
financing of the foreign debt at this time while there is still some maneuver- 
ability in the foreign sector. It is possible that in the near future, due to 
the situation of the balance of payments, the country will be in a disadvanta- 
geous negotiating situation and there will not be any room for the government 
to make its point of view prevail over those of the international financial 
community. 


We feel that the argument that the foreign debt has not been refinanced be- 
cause the flow of foreign credits would be seriously reduced and the condi- 
tions to attract these resources would be more onerous is not valid due to 
the fact that the institutions of the international financial community al- 
ready know the economic and financial situation of our country, our ability 
to pay and our potential in the short, medium and long term. 


Finally, the above arguments support the desirability of initiating negotia- 
tions for an integral medium-term refinancing of the foreign debt. 


To formulate specific recommendations (amounts to be refinanced, form of re- 
structuring, strategy to be developed, etc.), the government must speak out 

on the proposed alternative presented by the PAP and supply the basic informa- 
tion (projections of balance of payments, foreign credit agreements, etc.) 
needed in order to evaluate it and make recommendations. 


Fifth: Restatement of Financial, Credit System to Support Production 


The goals established in the agreement with the IMF included a restrictive 
policy that has caused a marked shortage of credit in national currency. 


Although the credit granted to the private sector was greater than that allo- 
cated to the public sector, it is necessary to point out that since the in- 
stitutions of the public sector did not meet payments to national suppliers 
and contractors, these have been forced to ask for more credit, thus reducing 
the credit available for other productive activities. Facing this lack of 
credit in national currency, the productive sector was forced to obtain loans 
in foreign currency. Considering the devaluation in 1982 and the high inter- 
est rates prevailing that year in the foreign market, the cost of this finan- 
cing was about 120 percent. 


1. Agricultural-Livestock Sector 


Although the agricultural-livestock sector has had favorable growth in the 
last 2 years, this is attributable to its former low level of production as 
well as to the exceptionally favorable climate factors. However, the agri- 
cultural-livestock sector will record a drop in production in 1983 precisely 
because the climate factors have changed. The main problems that make the 
development of the agricultural-livestock sector difficult include lack of 
credit at preferential rates and poor marketing. As to this last aspect, 
there is complete disorganization in the distribution of agricultural products 
which facilitates hoarding and speculation and, consequently, distortion of 
the price levels of these products. 
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There has not been sufficient progress in the program to expand agricultural 
boundaries based on the increase in population. Production has not been re- 
defined by valleys, according to the nature and yield of the land, nor has 
the agricultural-livestock sector been given the infrastructure it needs. 


The incorrect price policy has at times encouraged excessive production of 

certain products surpassing the real demand and causing catastrophic losses 
for the producers. This has led to decapitalization of the rural area. At 
the same time, the absence of adequate prices for other products has been a 
major factor in discouraging production. 


Facing this situation, APRA presents the following measures: 


a) Give the Agrarian Bank the necessary resources to grant the credit that the 
sector requires at preferential rates and terms that are compatible with the 
generation of funds for the borrowing units. A process of refinancing obliga- 
tions must be included for those cases when the farmer sees his flow of funds 
affected by buffets of nature. 


b) Improve the channels of distribution, storage and marketing of agricultural 
and livestock products, fighting speculation and avoiding unnecessary price 
increases due to intermediaries. The price stabilizing role that the Supplies 
Marketing Enterprise and the state supermarket chain must play should be 
pointed out. For this reason, among others, the transfer of Super-Epsa to 

the private sector and the deactivation of ENCI [National Enterprise for Indus- 
trial Marketing] should be prevented. 


c) Establish a shelter price for agricultural and livestock producers. 


d) Exempt agricultural production from irrational tax collections like the 
National Housing Fund and Social Security since the peasant does not receive 
these services. 


e) Define a clear policy to support the cooperative and self-governing sector 
to make the real consolidation of the agrarian reform and increased producti- 
vity possible. 


The government should arrange for support and collaboration between private 
enterprise and the cooperative and self-governing sectors, guaranteeing them 
Stability in the rules of the game and making a commitment to them to jointly 
create a climate of confidence, dropping the government threat to take over 
the management system of the cooperatives. 


2. Manufacturing Sector 

This sector has been the most seriously affected by the incorrect policies of 

the present government. In 1981 it recorded an increase of barely 1.8 percent 
and in 1982 a negative growth of 2.4 percent. If these harmful policies con- 


tinue, the manufacturing sector will decline more in 1983. 


The sector exposed to foreign competition has been greatly affected by the 
sharp reduction in customs and the reduction in the number of items paying 
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customs. There was also an exchange setback in 1981. These factors caused 
an artificial lowering of prices of imported products, thus creating unfair 
competition with national products which saw their domestic market strongly 
limited. Under these conditions, national industry was deprived not only of 
its profit margins but its working capital. Facing this situation, the indus- 
trial sector was forced to obtain more credit. Since the credit policy was 
not as restrictive in 1981, it was possible to contract credits in national 
currency. These loans helped increase an already high debt due to the fact 
that many of these enterprises had acquired more debts in 1979-80 to finance 
expansion of their factories because of the Law to Promote Nontraditional 
Exports. 


Different than in 1981, the level of devaluation in 1982 was higher than in- 
flation (95 percent versus 73 percent respectively). Also during this year, 
the credit policy became very restrictive although net domestic credit grew 
at a higher rate than inflation. 


The above is explained by the fact that there was a greater demand for credit 
than in 1981, especially by the mining and construction sectors. Because of 
this situation, the manufacturing sector was forced to obtain credit in for- 
eign currency which, due to the high devaluation rate, considerably increased 
their financial burden. These higher costs could not be transferred to the 
final consumer through prices due to the fact that the domestic market was 
seriously limited as a consequence of the application of restrictive measures 
--the effect of the agreement with the IMF--and the unfair foreign competition 
in the domestic market. 


It is also necessary to point out that the business sector saw its cost struc- 
ture significantly increased due to implementation of new taxes like the IGV, 
the tax on electricity and water consumption, the tax on capitalization of the 
surplus reevaluation of fixed assets, the tax on capitalization of exempt pro- 
fits and reinvestments, etc. 


On 18 March 1983, the government dictated a set of measures to support the in- 
dustrial sector. These include: 


1) Tax split (into 19 monthly shares with an interest rate equal to that 
which the Central Reserve Bank fixes for rediscount operations with financial 


enterprises). 


2) Reduction of the rate of the tax on the surplus of reevaluation of fixed 
assets to 0.01 percent. 


3) Suspension of the tax on capitalization of the surplus reevaluation. 
4) Suspension of the wage tax charged to the employer. 


5) Creation of a special fund of 60 billion soles to finance nontraditional 
exports. 


6) Modification of the customs surtax on imports. 
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Although the measures mentioned above represent a change in the right direc- 
tion for the economic policy that the government has been applying toward the 
industrial sector, it is necessary to point out that these measures are inade- 
quate as expiained below. 


The taxes suspended or reduced (reduction of tax on surplus reevaluation, sus- 
pension of the wage tax and tax on capitalization of the surplus reevaluation) 
might represent between 7 to 9 percent improvement in the working capital of 

a typical industrial enterprise. The industrial enterprises suffered a sharp 
reduction in their working capital due basically to the following reasons: 


Shrinkage of the domestic market due to the government customs policy and the 
drop in the total demand as a result of the agreement with the IMF. 


Reduction in the level of exports due to the protectionist policies of the 
countries that buy our products and the reduction in incentives for nontra- 
ditional exports. 


Increase in financial costs both in national currency and foreign currency. 


In order to stop losing their markets, the industrial enterprises had to ex- 
pand their terms for financing sales. This process was not totally accompanied 
by credits from the suppliers (national or foreign) which made it necessary 

to use short-term credits. This process has been reflected in the analysis 

of the collection periods. For example, the steady deterioration of the re- 
lationship between collectible accounts and working capital until the rela- 
tionship becomes negative can be seen. 


Since the enterprises do not have better access to the banks or suppliers, do 
not have their own financing sources, do not have access to long-term re- 
sources and do not have the conditions to increase their capital, they would 
not have other sources of funds to finance the necessary working capital. Con- 
sequently, it is necessary to adopt measures such as those that will be pre- 
sented later to improve this situation. 


Finally, it is appropriate to point out that the creation of a fund in na- 
tional currency for the FENT system would be inadequate because of the amount 
of resources and would probably be onerous in terms of cost. 


Facing the above situation, APRA presents as alternatives: 


a) Grant protection and support to national industry, ending the process of 
reducing customs in the government commitment to the IMF, selectively increas- 
ing some levels of protection and creating a system for prior import licenses. 


b) Study and change the tax policy that affects the sector with the objective 
of easing its tax burden. 


c) Implement an antidumping protection system through an appropriate system 
of reference prices for imports that require it. There must also be agreement 
with the directly affected private sectors to carry out a program of radical 
control of smuggling. 
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d) Considering the increased level of short-term debt of the national business 
sector and the acute shortage of long-term credits, implement a bond market 

in wnich the payment of immediate interest is reduced and compensated with a 
reevaluation of the principal which will be repaid over a longer period. The 
reevaluation could come from the partial application of the reevaluation sur- 
plus of fixed assets which could be acquired with funds generated by a bond 
issue. 


e) Advocate the establishment of a compensations (clearing) fund to compensate 
the debts and credits between clients and suppliers in the public enterprises 
as well as those of the private sector in order to classify the real situation 
of assets and liabilities immobilized by deficiencies in the flow of funds. 


f) Encourage nontraditional exports, using different instruments and attending 
to the real generation of added value and net balance of foreign currency. 


3. Mining Sector 


The mining sector is going through one of the worst crises of its history, 
caused by the price level of its main exports and the monetary and financial 
policy of the present government. There is a notable lack of credit resources 
that is affecting the sector. The instruments to aid medium and small-scale 
mining like, for example, FOCOMI [Mining Compensation Fund] have not fulfilled 
the objectives for which they were created. In the specific case of FOCOMI, 
the allocated resources have been completely inadequate. It has not been able 
to lend even one-third of what the government promised. Also the available 
funds have not been allocated based on technical criteria. 


Government actions must be translated into effective emergency aid to the 
Mining Bank to prevent the collapse of medium and small-scale mining which 

is going through the worst crisis. That bank does not have the resources to 
attend to its most urgent needs. This aid must materialize through new lines 
of credit with international banking or the IDB to satisfy the many requests 
that await urgent attention to advance expansion projects, increase production 
and open important mining sites that would help revitalize the economy and 
ease the balance of payments. 


The government's firm position to respect state business activity must be 
stated and confirmed in actions to strengthen the Mining Enterprise of Peru 
and its branches like CENTROMINPERU [Central Peruvian Mining Enterprise], 
HIERROPERU [Peruvian Iron Mines Enterprise] and MineroPeru Comercial. We 
strongly denounce the attempt to turn over to private enterprise the Ilo 
Copper Refinery, the Cerro Verde II Copper Complex or phosphate exploitation 
in Bayovar or the sale of the Compania Minera Condestable, the Compania 
Minera San Juan de Lucanas, Empresa Minera Los Montes or COMMSA [Metallurgi- 
cal and Mining Consultants]. 


Another negative effect of the increased cost of money was the distortion of 
the process of allocating resources by rewarding activities that are not ne- 
cessarily profitable in economic terms versus those that generate liquidity. 
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Although the government maintained a selective credit policy, this was not 
adequate and did not maintain an adequate cost. For example, the textile 
sector was forced to contract debts in foreign currency for lack of selective 
credit and could not transfer these higher financial costs to the prices of 
its products on the domestic market due to the abrupt opening of the national 
market to foreign products and the protectionism of importing countries. 


Concerning the cost of selective credits, the example that best represents 
the more expensive cost of credit is the change in the source of funds of 
FENT. It went from a subsidized rate in soles to a system in dollars which 
meant a higher cost. The irony of this is the fact that the government 
changed the system, maintaining that it represented a lower cost for the ex- 
porting sector. 


In the case of the banking sector, the government policy toward openness was 
revealed in legal provisions that encourage greater participation by foreign 
banks in the national banking system. In this case, the excuse was the same 
as in the industrial sector, advocating greater competition and an improvement 
in services offered. 


However, this situation will create unfair competition for the already estab- 
lished banking system, ignoring the fact that it provides employment for a 
large number of people and, therefore, has an appreciable burden of social 
benefits and requirements to implement intensive capital techniques. The 
benefit that international banking will allegedly bring more resources into 
the country is an argument of questionable merit. 


It can also be criticized that the BCR [Central Reserve Bank] and the Super- 
intendency of Banks were not able to foresee the irregular situations that 

occurred in the institutional development of the Construction Industry Bank 
and the Commercial Bank. This has reduced confidence in the banking system. 


Finally, the incorrect economic, monetary and tax policy of the government 
has seriously affected the national productive sector and inevitably helped 
seriously deteriorate the situation of the national banking system by taking 
profitability and liquidity away from its borrowers. 


To reorient the financial and credit system to support production, APRA 
proposes: 


a) Reinforcement of COFIDE [Financial Development Corporation] and the develop- 
ment banks and improvement of their operations to support state and private 
enterprise. 


The BCR must formulate the monetary program and grant more resources to these 
entities so that it is possible to lower the planned rates of inflation. 


b) The establishment of measures to keep the productive sector from having to 
obtain excessive credits in foreign currency. 


c) The indispensable government establishment of a greater amount of selective 
credit at lower interest rates. 
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d) Avoidance of future cases like the Construction Industry Bank and the 
Commercial Bank. The BCR and the General Superintendency of Banks and Insur- 
ance must establish evaluation mechanisms to detect irregular situations be- 
fore the crises occur. 


Sixth: Clear Definition of Policy to Support Working Class 


As a movement of the Single Front of Manual and Intellectual Workers, the PAP 
feels that no policy of revitalization or solution will be viable as long as 
the immense majority of the country remains in its current condition of ab- 
ject poverty. 


a) With this opinion, it is essential to design and carry out a massive em- 
ployment program in favor of the sectors where the skill of the worker is low 
and the supply of manpower is ample. This program must mainly cover the muni- 
cipal and regional governments and the Office of Popular Cooperation and must 
be restructured with the cooperation of the representative groups of the pro- 
fessional, labor and business sectors. 


b) It is also indispensable to define a wage policy that guarantees public 
and unionized employees as well as the workers in general a progressive in- 
crease in the buying power of their wages. 


c) A realistic policy of price regulation must be maintained for all those 
products that have a significant impact on the family market basket of the 
middle and popular classes. This might involve granting selective subsidies 
and other measures of support to the national producer who has also made 
sacrifices. 


d) By accepting the recommendations and alternative proposals presented con- 
cerning the tax policy, a considerable flow of revenue would be generated 
for the government. The rates for public services would not have to be used 
as a revenue-producing mechanism so those increases would be reduced. This 
measure must be complemented with an adequate reduction of unnecessary 
expenditures. 


Seventh: Reevaluation of Planning and Agreements 


a) Effectively reevaluate planning and economic and social agreements based 
on the constitutional mandate and with the need to selectively orient the 
entire national economy in an organized way toward clear and appropriate ob- 
jectives and goals for the well-being of the majority of the population. 


Within this option, price regulation must indispensably lead to an authentic 
agreement in production for all those products in the basic family market 
basket. The government as well as the workers and businessmen must give 
their word and aid the productive recovery and generation of employment in 
the country. There must be carefully selected priority for investments to 
prevent squandering resources during the present crisis and appropriately 
select productive and service activities. 
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b) To make this possible, it will be necessary to completely reorganize the 
National Planning Institute and the system which it heads, naming Peruvian 
professionals of recognized prestige and proven work ability and specializa- 
tion to the key positions. 


As a basic part of this reorganization, there must be a National Planning 
Consultation Council of representative people with concrete powers and func- 
tions to give proper advice at the highest national political level. 


Only in this way, through consultation and agreement with the different eco- 
nomic and social sectors, will it be possible to draw up and execute an urgent 
National Emergency Plan to overcome the current situation in the next 3 years. 


Eighth: Make State Business Activities Dynamic, Efficient 


After almost 3 years in power, the government has not managed to carry out a 
consistent policy for state business activities. It dogmatically proposes 
making the state enterprises private and, in fact, acts as if this has al- 
ready occurred, ignoring the problems and possibilities of each one. 


Instead of carefully analyzing the particular characteristics of each enter- 
prise and giving proper priority to the development programs that they propose 
with the objective of using them as a way to revitalize the economy, the gov- 
ernment has focused its attention on establishing a sales program. However, 
it has not been able to carry this out either. Through total ineffectiveness, 
it has managed to create discouragement and chaos and aggravate the current 
problems of many of these enterprises which are affected by the general cri- 
sis. All this has repercussions on public finances. Looking at this reality, 
it would seem as if the government had adopted the strategy of letting the 
situation of the public enterprises deteriorate in order to create a general 
environment favorable for their liquidation or sale. That would help it 
fulfill its dogmatic intention despite the harm that it would cause to an 
important sector of national life. 


Right after coming into power, the government established a new system of de- 
velopment and financial support for the business sector on its own initiative 
through Legislative Decree No. 206. It created CONADE [expansion unknown] as 
the top coordinating organism of state business activity. 


At the same time, it dictated Legislative Decree No. 216 to initiate a pro- 
cess of efficiency and organization in state business activity. 


APRA disagrees that the present dilemma of the country is whether or not to 
sell state enterprises. It also disagrees that there are many enterprises 
that should become private to "give confidence" or "more maneuverability" to 
private businessmen. The present participation in the economy is far from 
excessive; 90 percent of the capital, sales and personnel involved is concen- 
trated in only one or two dozen state enterprises that the government does 
not seem willing to sell since they are obviously strategic. To focus the 
problem on the sale of enterprises only extends a smoke curtain that hides 
obscure private interests. The real problem is to make this basic group-- 
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ELECTROPERU [Peruvian State Electric Power Enterprise], MINEROPERU [ Peruvian 
State Mining Enterprise], SIDERPERU [Peruvian State Iron and Steel Enterprise], 
Sociedad Paramonga, CENTROMIN, AEROPERU [Peruvian State Airlines], PETROPERU, 
PESCAPERU [State Fishmeal and Fish Oil Production Agency], among others-- 
operate well. Most of them are going through serious problems that are being 
ignored. 


It is also necessary to point out the basic role that priorities in public 
investments must play. It should be pointed out that the system of priority 
for public investment projects has not functioned. This can be clearly seen 
in the measures adopted by the Ministry of Economy, Finance and Commerce con- 
cerning the cut of 1 billion soles from the public investment programs as a 
result of the recent agreement with the IMF. One example of the incorrect 
criteria used for priority to investments is the paralysis of the Cerro 

Verde II Project (sulfide stage). It has all the basic infrastructure devel- 
oped for the first and second stage and it is known that it is not possible 
to continue exploiting the oxides of the first stage without extracting copper 
sulfides at the same time. They will have to be stockpiled unexploited until 
the second stage of the project begins. (There are now more than 1.5 million 
metric tons of sulfides stockpiled.) In addition, it is necessary to consider 
that the project has assured financing. The large increase in the amount of 
investments and the period of implementation of the project must also be eva- 
luated. This would be due not only to a normal increase in prices but the 
fact that these and delivery times are much lower now due to the interna- 
tional recession. However, in spite of the reasons expressed above, the 
Ministry of Economy, Finance and Commerce felt it was appropriate to paralyze 
this investment project and begin other projects of questionable profitabil- 
ity. Many projects like the hydroelectric powerplants of Charcani V, Carhua- 
quero and Macchu Picchu, the Tintaya mining project, etc., will experience a 
situation similar to that of the Cerro Verde II Project. The PAP challenges 
the government to explain the criteria used for the selection and priority 
given to public investment projects. The government should also explain to 
the public the consequences of the stoppage (or decrease in the rate of im- 
plementation) of these projects in terms of increases in investments, gener- 
ation of employment and penalties to be paid to national and foreign contrac- 
tors for the cancellation (or delay) of these projects. 


Facing this situation, the PAP feels the following measures are indispensable: 


a) Make the decision to strengthen the productive role of state enterprises 
located in strategic sectors and use them when appropriate as a way to at- 
tract new private investments--national or foreign--to contribute fresh capi- 
tal and contribute to greater economic dynamism. 


b) Implement a broad program providing advice and efficiency to the state 
enterprises aS soon as possible in order to increase their productivity. The 
technical, intellectual and management contributions of national professionals 
and businessmen should be used for this. In these difficult times, they 
should be called to give their support to such a valuable national sector 
without any ideological or political limitations. 
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c) Reinforce the action of CONADE, give it suitable technical personnel and 
demand fulfillment of its functions established in D. L. No. 206 and D. L. 
No. 216, especially in reference to the formulation of a policy and plan 

for investments and reinvestments of the enterprises with state participation 
and evaluation of the business management of each one of them. 


d) Try to solve urgent problems like those of SIDERPERU, Sociedad Paramonga, 
PESCAPERU, etc., based on the principle that these enterprises will not be 
made private or liquidated but, on the contrary, revitalized. 


e) Improve the legal framework of the enterprises with state participation 
and, within this, grant them real autonomy and avoid interference by the cen- 
tral government. 


f) Publish an official list of public investment projects that have suffered 
cuts and explain the criteria for these priorities, especially the projects 
that were irrationally cut or paralyzed due to the reduction of 1 billion 
soles in public investments. 


The PAP feels that the criteria that must be considered are mainly as follows: 
Progress of the project; 


Availability of financing; 
Development of projects that complement already completed investments in or- 
der to achieve integral profitability; 


Existence of infrastructure that permits development of the project; and 
Generation of employment, foreign currency, etc. 
Ninth: Decisive Support to Decentralization 


It is necessary to carry out a clear decentralization policy that affects the 
orientation of public expenditures as well as the establishment of systems 

of differential incentives for isolated departments and provinces, specific- 
ally the effective decentralization of political decisions and decisions that 
involve the execution of public projects. 


Therefore, it is necessary to grant full autonomy to the municipal councils 
and other representative provincial authorities and institutions to elect 
the authorities of the Departmental and Regional Development Corporations. 


The municipalities and departmental corporations must be given sufficient 
resources to carry out effective local development programs. Within this as- 
pect, it is especially important that pertinent provisions be dictated soon 
to permit the complete application of Article 121 of the Constitution that 
establishes exploitation of natural resources. 
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The Departmental Development Corporations must assume the management and exe- 
cution of large investment projects included in the General Budget of the 
Republic and, at the municipal level, execute and carry out the many local 
projects that are now handled by the central government through the Office of 
Popular Cooperation. 


Tenth: Reorientation of the Foreign Policy 


It is necessary to clearly end the policy of alignment with the United States 
and submission to dictates from abroad in the futile hope of receiving a good 
flow of foreign investments. 


Solidarity with the Third World is necessary to achieve joint pressure facing 
the industrialized countries in order to support general refinancing of the 
foreign debt and manufactured exports to the developed countries as crucial 
points to lessen the impact of the international crisis. 


It is necessary to refocus the mission of our embassies, giving priority to 

economic and commercial affairs and, in the specific case of Latin America, 

reinforcing the action of SELA as a forum to coordinate Latin American posi- 
tions, fighting to maintain peace and absolute compliance with international 
treaties and favoring joint action for the reduction of arms expenditures. 


A policy of bilateral trade agreements or agreements as a bloc within the 
Latin American integration movement to revitalize our exports is necessary. 

It is indispensable to lead a movement oriented toward reactivating the Andean 
Group and deepening subregional integration. 


A clear reaffirmation of support to the Joint System for Treatment of Foreign 
Capital is also necessary. 


[Signed] Alan Garcia Perez, secretary general 
Lima, March 1983 
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COUNTRY SECTION VENEZUELA 


DISTRICT ATTORNEY REPORTS TO CONGRESS ON CORRUPTION CASES 
Caracas EL UNIVERSAL in Spanish 1 Jul 83 p 2-32 


[Article by Gilberto Carreno: "Attorney General's Office Cuts Down on 
Corruption" ] 


[Text] Members of parliament from various political groups 
were satisfied with the information supplied by the attorney 
general and felt that, in spite of the slow process, the 
problem of corruption is being tackled. 


The Office of the Attorney General of the Republic is on top of cases pending 
in the matter of corruption in government and other developments involving 
irregularities, as was demonstrated yesterday to the Comptroller Committee of 
the Chamber of Deputies by Attorney General Pedro J. Mantellini. 


The testamony presented by the attorney general satisfied the committee 
members and this was so stated by deputies from the main parties represented in 
the Congress, including Gustavo Mirabal Bustillos (AD [Democratic Action Party]) 
and Carlos Guevara Leon (COPEI [Social Christian Party]), at the end of the 
session during which they reviewed the 20 cases which the Committee wanted to 
be briefed on. 


The congressmen took this opportunity to ask the attorney general for his 
opinion regarding some specific aspects, including "overpricing," with Dr 
Mantellini clearly expressing his opinion that this practice, when it is im 
plemented, when there is an intention to defraud, does constitute a crime. 


African Corn 


The case of African corn was the first one to be cited by the attorny general 
who pointed out that his office is currently looking into the dismissal of 

the cause ordered by the 13th Criminal Court in view of the fact that the public 
prosecutor refused to file charges. 


As everybody knows, the case of African corn was the first case of presumed 
corruption in government that was denounced during the current administration; 
in this connection, the president of the Agricultural Marketing Corporation, 
Alberto Silva Guillen, was charged with having purchased a certain quantity of 
African corn at excessively high prices. 
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Silva Guillen was arrested first of all by order of the 10th Superior Criminal 
Court and the case is currently before the 12th Criminal Court. 


Fundalara 


In the Fundalara case, the attorney general reported that, out of the two 
persons investigated, one, Pedro Pablo Izaguirre, was sentenced in the first 
instance to 4 years and 6 months in prison for the crime of improper appropria- 
tion, while the other one, Angel Garcia Marcano, is a fugitive; the Court of 
First Instance in Criminal Matters is trying to locate him abroad and to 
sentence him, 


BANDAGRO 


Regarding the presumed irregularities in the BANDAGRO (Agricultural Development 
Bank) , whose investigation was requested by the Permanent Comptroller Committee 
of the Chamber of Deputies, the Office of Attorney General announced that the 
case was not filed until 20 April 1983 so that the office is still investigating 
the facts. 


Plaza de Matruin 


Irregularities in the contract handling and execution of work, fraud in the 
sale of real estate, and other presumably irregular procedures were reported 
in connection with the remodeling of Bolivar de Maturin Square. 


Regarding this case, the attorney general said that the Second Government 
Prosecutor Monagas is handling the case and that it is now in the summation 
stage. The agency charged is the City Council of Maturin District. 


Powdered Milk 


Here, the Agricultural Marketing Corporation is charged in connection with the 
presumably irregular purchase of a considerable quantity of imported powdered 
milk, 


The case is now in the hands of the llth Investigative Court and the Office of 
the Attorney General is represented here by the 17th prosecutor of the Federal 
District whois preparing the pertinent summation. 


Mersifrica 


Irregularities reported in February 1981 and September 1982 are being inves- 
tigated in Mersifrica; at that time, the Office of the Municipal Comptroller 

of the Federal District and the Chamber of Deputies forwarded to the Office of 
the Comptroller General of the Republic the respective files for the correspond- 
ing investigation which also involved the Office of the Attorney General. 


Other Cases 


Here are the other cases being investigated by the Office of the Attorney General 
of the Republic: The case involving Segutecnica, where Mrs Leonor de Zambrano 
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Velasco was involved; Bank of the Workers of Venezuela whose case in now before 
the 12th Criminal Code, in the summation phase, the case being handled by the 
12th and 18th prosecutors of the Office of the Public Prosecutor; presumed 
irregularities in the transaction involving the sale and purchase of the head- 
quarters building of the Children's Foundation, with the case being in the hands 
of the 2nd prosecutor of the Office of the Public Prosecutor, who has turned 

the case over to the 22nd Investigating Court; the third attorney general's office 
in the State of Apure and the Federal Territory of the Amazonas are now con- 
ducting an investigation regarding presumed irregularities in the government of 
the Federal Territory of the Amazonas, with the following being investigated: 
Jose Israel Gallardo, Julio Cesar Fernandez, and others; Eliteproyect, in which 
connection the National Institute of Sanitary Works appears as the organization 
charged, with the case now being before the 12th Criminal Court, in the hands 

of the authorized prosecutor of the 14th Federal District, although the liabili- 
ties in this case have not yet been determined since the formal charges were 

not received by the Office of the Attorney General until 28 June of this year; 
irregularities in the Foundation for the Improvement of Municipal Development, 
District of Guanare, State of Portuguesa, said case now being before the judge 
of the District of Guanare for the purpose of evidence presentation; acquisition 
of telephone lines by CANTV [National Telephone Company of Venezuela] from 

ITT of Venezuela and C.A. Ericsson and the case files forwarded by the Chamber 
of Deputies, the Ministry of Transportation and Communication, and the National 
Telephone Corporation of Venezuela were turned over to the Office of the 
Comptroller General of the Republic on 16 May 1983; presumed irregularities in 
the organization of the Ninth Pan-American Athletic Games and the case files 
forwarded by the Comptroller Committee of the Chamber of Deputies were turned 
over to the 17th prosecutor of the Office of the Public Prosecutor who, on 

29 April 1983, requested the initiation of the corresponding summary inquiry 
before the 13th Criminal Court; Cemento Andino whose case is currently being 
handled by the 8th First Criminal Instance, in the hands of the 8th Prosecutor 
of the Office of the Public Prosecutor in this district and the second government 
attorney of the Office of the Public Prosecutor in the judicial district of 

the State of Trujillo; gambling in Copan (Borre and Gane), in which connection 
the Organizing Committee of the Pan-AmericanGames was requested on 10 June 

1983 to submit a report; the National Discount Bank informed the Office of the 
Attorney General that various cases are now before the 9th Court of the First 
Instance in Criminal Matters in this judicial district regarding irregularities 
in the BND [National Discount Bank] and in the 2nd Criminal Court there is a 
case pending againt Jesus Villarroel, Rafael Caballero Ortiz, and Francisco 
Monasterio Lopez, against whom an arrest warrant was issued on 3 February 1982; 
concerning the case of the BND, the Office of the Attorney General also reported 
that, regarding the citizen Diogenes Gonzalez Hurtado, the Eighth Superior 
Court, on hearing the appeal of the arrest warrant issued by the Second Criminal 
Court, revoked that order and declared that the inquiry was finished; the first 
and second prosecutors of the Office of the Public Prosecutor in this judicial 
district, authorized to handle this case, announced that they would appeal the 
above ruling and the case is currently before the Supreme Court of Justice for 
decision and, with respect to the various negotiations between the BND and the 
group of enterprises called "Las Bejumas," on 25 May of this year, the Nirth 
Court of the First Instance in Criminal Matters declared that the summary inquiry 
was terminated. On 31 May 1983, the first prosecutor of the Office of the 
Public Prosecutor, who had been authorized to handle this case, appealed the 
above decision. 
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Fires 


The Office of the Attorney General of the Republic is also handling cases 
relating to the fires in the offices of the Sanitary Commission, City Council, 
Sucre District, State of Miranda; this also includes the fire in the COPAN 
[Council for Peace and Friendship with Nicaragua] headquarters building and 
the administrative office of CADAFE [Electrical Administration and Development 
Corporation]. 


Difficulties 


At the end of his testimony, the attorney general indicated that certain cases, 
such as the one involving Cemento Andino, might be resolved before the start 

of the next judicial vacations. On the other hand, he indicated that the 
country's criminal procedures prevent greater speed in resolving these cases 
and therefore the time elapsing from the moment the facts are reported until 
the decision is handed down is relatively long. 


Mirabal Bustillos Satisfied 


Gustavo Mirabal Bustillos, chairman of the Comptroller Committee, Chamber of 
Deputies, who presented some specific charges on cases involving corruption 

in government, told the reporter from EL UNIVERSAL that he was satisfied with 
the meeting that had just been held because "we proved that there is no founda- 
tion to the allegation that the charges made by the Comptroller Committee do 
not lead to anything." 


Concerning the attorney general's report regarding the cases now before the 
courts, he said that "the day will come when those trials will end with sentences 
for those guilty who attack the public good." 


He finally said that there is one thing that is evident and that is that, never 
before during any other period of constitutional government, had there been 

as many cases of corruption in government as now, cases which had to be in- 
vestigated by the Comptroller Committee of the Chamber of Deputies. 
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COUNTRY SECTION VENEZUELA 


COUNCIL OF INDUSTRIES PRESIDENT DENOUNCES IRREGULARITIES 
Caracas EL NACIONAL in Spanish 1 Jul 83 p D-7 


[Article by Bernardo Fischer: "Industry Council Attacks Irregularities in 
Exemptions and Prices" ] 


[Text] The board of directors of the Venezuelan Industry Council has denounced 
irregularities in the grant of exemptions in the Ministries of Development and 
deiiberate obstruction in price adjustments for a broad range of industrial 
products, 


Together with the presidents of various industry and commerce chambers, Carlos 
Ramirez Machado reported that the Executive Branch has proved to be "deaf" to 
the various proposals from the manufacturing sector and this has led to a chain 
reaction in the closing of a series of enterprises due to lack of raw materials. 


In a similar manner, they protested against the attitude of the basic government 
enterprises, specifically ALCASA [Caroni Aluminum, Inc.], SIDOR [Orinoco Iron 
and Steelworks], and PETROQUIMICA, which have begun to ration products for 
domestic enterprises in order to have a greater raw material export capacity. 
They specifically noted that Aluminios del Caroni eliminated the traditional 
discounts for Venezuelan industry in order to recover its production costs from 
its dollar sales abroad, 


Finally, they presented a long list of industrial plants whose activities have 
been paralyzed due to lack of resources and raw materials which, in turn, is 
due to the bureaucratic fumbling with the payrolls of RECADI [Differential 
Exchange Office] and the Development Ministry, basically, the way in which List 
2 is handled and the price management system. 


Irregularities in Exemptions 


Through Jose Soto the Venezuelan Chamber of Rubber denounced the fact that an 
order issued by the Development Ministry, in a rather surprising and irregular 
fashion, granted an exemption for the enterprise Vekuum Vulk of Venezuela, 
owned by Dr Maximo Viena, president of CANARE (National Chamber of Rubber 
Renewal Enterprises], for the purpose of importing 573 tons of tires or non- 
durable molded rubber parts. 
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The operators in this branch pointed out that they had communicated with the 
Development Ministry's transportation directorate to inform it that they were 
fully capable of producing and delivering rubber to the retread plants. 


The Development Ministry however approved the exemption for this sector, dis- 
regarding the telex message and other communications sent to the division. 


They denounced the fact that the amount granted exceeds the consumption for 
more than a year at the enterprise which is in conflict with the formalities 
established regarding the amounts to be covered by exemptions in accordance 
with a rigorous review of the monthly consumption figures. They indicated that 
the enterprise mentioned, through public opinion pressure, managed to get $l 
million on a preferential basis for importing its raw materials. 


Cavego observed that this precedent can severely harm the nation's industry and 
moreover affects the country's foreign exchange reserves since this unfairly 
causes a tax sacrifice which is against the nation's interests. 


Delay in Price Hikes 


The Venezuelan Industry Council also presented proof of the delays in the 
approval of adjusted prices in the Development Ministry's order. 


They explained that the minister or directrix of industries had arrived at 
certain agreements with the chambers and associations to raise prices in ac- 
cordance with the new foreign exchange figures. However, once these resolutions 
had been approved, they were not signed by the Commerce Directorate. 


Carlos Ramirez Machado explained that the packaging industry chamber had sub- 
mitted its request on 25 and 30 May and was still waiting to have its applica- 
tion approved. 


The cosmetics industry operators were in the same situation and so were the 
textile plant operators and the rubber manufacturers. 


The auto parts manufacturers found themselves in the most dramatic situation. 

Two agreements had been signed with them, one of them for materials intended 

for the assembly plants and another one for the spare parts market. Both 
agreements were "put on ice” since the GACETA OFICIAL did not publish any resolu- 
tion that would permit the entrepreneurs to make the planned adjustments. In 
this connection, Favenpa called an emergency meeting for tomorrow to take more 
raaical measures. 


ALCASA Harms Nation's Industry 


Mario Seijas, president of the Chamber of Industry of Lara, also complained 
about this situation. This time the complaint was not directed against the 
Development Ministry but rather against the Aluminio del Caroni Enterprise 
over the implementation of a progressive rationing system in the delivery of 
ingots of this raw material. 
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Seijas explained that, because of foreign exchange controls, ALCASA had changed 
its policy toward the nation's industry. Now, it was interested in dollars and 
it was engaged in the stepped-up export of crude ingots to the detriment of 
domestic supplies. Besides, it dropped the discounts for operators which in 
practice amounted to an increase of 16.5 percent in final prices. 


He added that the domestic firms were unable to pay cash and could not get along 
with a minimum supply of raw material, especially now that there was a possibi- 
lity of getting into international markets with products of a high national 
added value. 


Ramirez Machado added to this complaint that the same situation was facing the 
enterprises that get iron from Siderurgica del Orinoco and byproducts from 
Petroquimica, since both basic government industries were oriented toward 
winning international markets that pay in dollars and were forgetting their 
responsibility toward the country. 


Enterprises Paralyzed 


Next, Carlos Ramirez Machado presented a list of enterprises that were operating 
at a low level or that were closed down because of a lack of raw materials. 


First of all he mentioned the case of his own enterprise, Litografia El Comercio, 
which did not have imported raw material, especially varnish and and dyes. 

After that came Kellog' Paragon Foods, Tecnotip, Dupont, Kodak, 31 Manufacturera, 
Willy Gnam, Agfa Gavaert de Venezuela, Industrias Grafica Grapinal, Sanitarios 
Maracay, Sudamte de Venezuela, fabrica de pastas alimenticias Aurora, 

Union Carbide de Venezuela, Texfin, Industrias Mayka, Indiac Sani Plasticos, 
Impamplim, Cigarrer Bigot. 


After the presentation of this list, Leonid Rozenta, representative of the 
Corimon Group (Neiman), pointed out that the resin enterprises were also at the 
point of having to be closed down to the lack of methanes, a basic raw material 
for making substances primarily for the chemical industries, as well as for 
plants turning out composition boards and related products. 


5058 
CSO: 3348/525 


1h) 














COUNTRY SECTION VENEZUELA 


AVEX PRESIDENT ANNOUNCES INCREASED EXPORTS REVENUE 
Caracas EL DIARIO DE CARACAS in Spanish 12 Jun 83 p 38 


[Text] At the same time as stimuli to exports were being explained and 
specified, established in the respective “exchange agreements" and their 
application along with the attraction contemplated, the prospects which 
were being created relative to the possibility to export are being 
transformed into concrete facts, according to Avex president Regulo 
Campo Martinez. 


In fact, Venezuela in March and April exported more than 310 million 
Bolivars, i.e., $72,093,023.25 at the 4.30 rate, or $31,155,778.89 

on the currency free market. Primary products exported were: industrial 
waxes, cold coils, steel billets, urea, aluminum ingots, briquets, steel 
pipes, polyesters, resins, triconical drills, polystyrene, and products 
derived from national fruit-, flower- and vegetable-growing. The 
countries to which these exports went were: The United States, Colombia, 
Ecuador, Peru, Switzerland and, to a lesser degree, Chile, Barbados, 
Brazil, Costa Rica, Curacao and Martinique. 


The Venezuelan Association of Exporters, so as to continue developing 

this process, is visiting the main offices of the country's industrialists 
and a selection of businesses capable of exporting. The basic idea is 

to be able to quantify until the present year's end the volume of exports 
being scheduled. In this way the association seeks to obtain better use 
from the nation's production capability, ensure a greater possible 
contribution to our balance of payments and, of course, the most essential, 
keep the dynamics of our national production processes active and help 

to maintain levels of employment. 


It is clear for the exporters that this process is at one and the same 
time contingent upon very significant factors. Very quickly the dynamism 
of the industrial sector would become exhausted if it could not have 

its raw materials in timely fashion and at a favorable exchange rate, nor 
could such developments get underway unless all the necessary facilities 
are provided, by proceeding to eliminate without innuendos or unnecessary 
reservations any documents or procedures which might adversely affect the 
dynamism of exporting efforts. 
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Thus, Avex is stating and trying to demonstrate that a new phase is 
being initiated for non-traditional exports from Venezuela, but to do 
so a joint action is needed which, clearly defined, will lead all 
mechanisms and procedures toward the establishment of a real national 
exporting policy. The main points of such a policy are: 


-that exchange agreements and resolutions about them be kept clear and 
specific, and free of administrative obstacles. 


-that arrangements contained in the Law on Exporting Incentives be applied 
unreservedly. 


-that the public administration be aware that one positive measure cannot 
be promulgated and another implemented alongside it which obstructs it. 


-that financing policies executed by the Venezuelan Investment Fund 
and Export Financing Fund function properly. The idea of reducing Finexpo's 
budget "would be a mistake." 


-Eliminate the system of licenses, permits and other mechanisms since 
the central administration can and should, at any moment, adopt measures 
to reestablish it should this come about. Avex should go on instructing 
exporters so that the requirements of our own national market might be 
satisfied first. 


-Ensure resolutely and without delay the supply of raw materials needed 
by the country's industrial activity. Recadi should look into these 
matters with maximum dispatch. 


-It is essential for the national government, along with the private 
sector, begin to organize the whole infrastructure needed for exporting, 
especially insofar as storage in ports is concerned; port fumigation 
chambers for exports from the farming sector; and freight consolidation 
centers, 


-That a "freight rate" policy be implemented, rates designed for exporting, 
so that the exporter of scarce commodities or liquidity may proceed with 
his exports. And 


-May preferential treatment be granted to "exporting programs," as 
suggested to the minister of development. 
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COUNTRY SECTION VENEZUELA 


SENATE APPROVES PROPOSED LABOR LAW REFORMS 
Caracas EL NACIONAL in Spanish 1 Jul 83 p D-1l 


[Article by Hugo Colmenares: "President Today Gets Labor Law Reform Passed by 
Senate" ] 


[Text] The Senate approved the partial amendment of the Labor Law in a special 
session during which calm prevailed and nobody applauded, after several days 
of tension. 


Senator Dagoberto Gonzalez went through the formality of asking the president 
of the Senate, Pedro Paris Montesinos for the right to speak and express his 
satisfaction in the name of all political sectors over this achievement. 


In his brief remarks he stressed that the proposal, submitted earlier by Senator 
Pompeyo Marquez was accepted; the senator proposed that, during the next con- 
stitutional term, a study be started regarding the complete reform of the 

Labor Law "because the current law has lost its effectiveness over 40 years of 
existence." 


It is important to emphasize that, the day before yesterday, in the Chamber of 
Deputies, President Armando Sanchez Bueno appointed a committee of members of 
parliament to study all legislation throughout the country for possible standar- 
dization. 


The act of passage in the Senate did not take more than 10 minutes, in contrast 
to the many hours of study, consultation, improvements, redrafting, and other 
aspects that were devoted to the amended articles 37, 39, and 41. 


The bill will be sent to President Luis Herrera for signature today and this 
will put an end to tension in labor and political circles. 


In the afternoon, a huge demonstration of workers from various sectors started 
a march from Union Headquarters in El Paraiso to the National Congress where 
the demontrators were received by Chamber of Deputies President Armando Sanchez 
Bueno. 


The purpose of this march, called by the CTV (Confederation of Venezuelan 
Workers) was to hail the passage and signature of the Labor Law reform. 
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One of the reforms introduced in Article 41, in the Congress, which was presented 
to the Senate, is this: "The annual seniority bonus and the separation allowance, 
referred to in this article, will be calculated on the basis: of the wage earned 
by the worker during the month he actually worked immediately prior to the 

date of the bonus, In the case of workers hired for piecework or, in general, 

in the case of workers who draw wages that may vary from time to time, the 

annual bonus for the above-mentioned benefits will be computed on the basis of 
the wages paid out during the period of 6 months of actual employment prior to 
the date of the bonus. 
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COUNTRY SECTION VENEZUELA 


MEASURES TO PROMOTE AGRICULTURAL PROGRAM ANNOUNCED 
Caracas EL DIARIO DE CARACAS in Spanish 12 Jun 83 p 39 


[Text] The National Fund for Agricultural Research (Fonaiap) has 
signed agrements with various organizations for 8,237,856 Bolivars 

to promote and firm up cooperation to develop agricultural programs. 
The organizations are Corpozulia, Ciepe, MAC, UCV, Polar Foundation, 
Corporiente, Corpoccidente, Ucla, Fudeco, Fusagri, Fondefru and local 
governments in Zulia, Tachira, Barinas and Monagas. Fonaiap also 
produced in the 1979-82 period approximately 350 million kilos of 
certified seeds for the purpose of guaranteeing farmers the acquisition 
of first-quality seeds earmarked for cultivation of priority items, 
according to Fonaiap director Abelardo Rodriguez. He also explained 
that the organization in 1982 held 47 courses in the technician training 
program, and in 1983 plans to give 57 additional courses, 


Agricultural growth 


The agricultural sector registered a growth on the order of 3.15 percent 
in the 1977-82 period, which means self-sufficiency in significant 
items in the daily diet, according to figures supplied by the director 
of MAC planning, Alberto Ramos Balza. He added that the level of growth 
is derived from the value of production of 6.220 million in 1979 and 
6.828 million in 1982, at prices existing in 1968. 


Silk production increases 


Figures produced by the current director of livestock, Miguel Angel 
Granados, lead him to believe that there are high probabilities of 
attaining, within the foreseeable future, self-sufficiency in milk. 
"Stimuli to producers and technical assistance work by MAC will allow 
us this year to reach production of 1,543,632,000 liters, which repre- 
sents a 3.7 percent increase rate." 


High pepitona potential 


Venezuela possesses a great pepitona [variety of clam] potential, "the 
largest in the world," according to MAC sector director general of fishery 
development, Carlos Gimenez. Production in 1982 reached 9,000 tons with a 
higher figure expected this year. They are currently in the off-season 
period, "but MAC has issued special permits for catching them, based on 
special estimates carried out which report the existence of an enormous 
potential with all fishing businesses working in the pepitona field." 
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COUNTRY SECTION VENEZUELA 





CTV, CUTV ORGANIZE DEMONSTRATION, CALL FOR TAX REFORMS 
Caracas EL NACIONAL in Spanish 1 Jul 83 p D-l19 
[Article by William Becerra: "Urgent Tax Reform Demanded by Labor Unions" ] 


[Text] A vast demonstration in support of the reform of the Labor Law was held 
yesterday by the CTV [Confederation of Venezuelan Workers] and the CUTV 
[United Central Organization of Venezuelan Workers]. 


The march began in the rain at 1430 at Union Headquarters in the El Paraiso 
section, where the workers, both women and men, some still wearing their work 
clothing, began to gather after midday, covering all of the area outside the 

old recreation building which at other times was the scene of violent political- 
unionist clashes. 


All slogans condemned the recent Supreme Court ruling on social benefits for 
workers; this was the main stimulus for the public protest which was called by 
the country's two top labor unions during the sessions of the CTV Special 
National Council. 


The workers however also protested against the high cost of living, unemploy- 
ment, insecurity, as well as in favor of foreign exchange measures, against the 
crisis in the nation's industry, and against wage devaluation. 


The signs read: "We support the reform of the labor law," "Enough attacks upon 
the working class," "We defend our benefits," and the main slogan which shook 
the people of Caracas along the march route: "The CTV defends benefits in the 
streets." 


The demonstration was headed by the CTV Executive Committee, chaired by Ismario 
Gonzalez and by the CUTV top leader Hemmy Croes; both of them were assisted by 
pretty girls as they held up a huge tricolor flag. 


As the procession wound its way through San Martin and Baralt avenues and 
between the El Silencio blocks, thesurprised merchants closed their shops, 
afraid that something might happen, while there was a general traffic jam in 
spite of the efforts by traffic policemen. 


A detachment of the metropolitan police force, supported by intelligence agents, 
maintained close watch throughout the march which took 2-1/2 hours. 
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At 1700, the marchers were in front of the Congress of the Republic where the 
CTV Executive Committee delivered a document addressed to Dr Godofredo 
Gonzalez. 


Appreciation for Congress 


Deputy Ismario Gonzalez said that the first point in the document expressed 
public appreciation to the National Congress for having assigned priority to 
the discussion and passage, with utmost speed, of a partial amendment in 
articles 37, 39, and 41 of the Labor Law, 


"That calmed the workers down after the Supreme Court ruling," he remarked. 


They also restated their support and firm backing for the bill on costs, prices, 
and wages and they asked for its immediate passage "since we realize that this 
law, without harming any of the interests involved, will be an element of 
protection of the community, an instrument of social justice for the workers, 
and an incentive to increase the nation's productivity." 


In the document, they again stressed the creation of a labor authority section 
in the Supreme Court. 


Concerning wages and prices, they asked for the establishment of a wage com- 
pensation mechanism which would preserve the population's living conditions. 


They castigated the price management system because it is not a mechanism 
suitable for slowing down the speculative rise in prices. They stressed the 
old proposal regarding a price freeze as constituting a retaining wall against 
price rises. 


The CTV feels that it is necessary to sign a worker-employer agreement which 
would stop the wave of layoffs which will have to continue in effect until 
permanent economic revival measures are worked out. 


The document demands that the congress start studying an urgent tax reform in 
view of the fact that this involves the labor factor much more so than the 
capital factor. 


In this sense, the document points out that the collection mechanisms provide 

for advance mandatory revenues through withholdings, thus depriving the worker 
of a part of his earnings, whereas the same thing is not done with the profits 
generated by capital. 


In Congress 


A committee of deputies, headed by Armando Sanchez Bueno, received the CTV 
document while the area around Parliament was jammed almost completely with 
demonstrators who kept shouting fiery slogans. 


The crowd was addressed there by Sanchez Bueno, Ismario Gonzalez, and Carlos 
Lander, president of the United Federation of Workers. 


The crowd sang the national anthem as the afternoon ended. 
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COUNTRY SECTION VENEZUELA 


DIAZ BRUZUAL REPORTEDLY TO RETIRE IN SEPTEMBER 
Caracas EL UNIVERSAL in Spanish 29 Jun 83 p 2-1 


[Text] Although he has been in the country since early Sunday morning, the 
president of the Central Bank of Venezuela, Leopoldo Diaz Bruzual, did not 
report for work and it is rumored that he will retire shortly. 


After the institution of foreign exchange controlls, contrary to his idea that 
a linear devaluation was necessary, Diaz Bruzual was in a rather uncomfortable 
situation. 


The unrestricted support which he got from the president of the republic was 
taken away from him again at the moment of the discussion as to the decision 
that had to be adopted to cope with the foreign exchange crisis and the nod 
was given to Finance Minister Arturo Sosa who is in essence the architect of 
the measures now in force. 


Since Leopoldo Diaz Bruzual is not entirely in agreement with the measures that 
are being implemented, nor with the way they are being set up, it is feared that 
he might at any moment, in view of his explosive character, sound off against 
them and cause a new conflict. 


In view of this possibility, the president of the republic reportedly asked 
Dr Leopoldo Diaz to remain calm and to be patient in the sense that he should 
act a little bit like an observer, without attacking the measures that are 
being carried out. 


One of the things that Leopoldo Diaz opposes most strongly is the recognition 
of the private foreign debt, especially the financing debt, which was accepted 
by the executive branch. 


It is said that the 2-month vacation, which the president of the Central Bank 
took, to go to Europe and Japan, was connected with the recommendation to 
maintain a cautious and calm attitude. 


After returning from that trip, Leopoldo Diaz continued to remain silent, thus 
surprising everybody with his calm attitude. Barely 10 days after returning 
to the country, he started out on a new trip, this time to attend a seminar 

at the Bank of Payments of Basel, in Switzerland, where he spent 2 weeks. 
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He returned early Sunday morning and since then has kept silence but has not 
turned up in his office either. It was even hoped that he would join in the 
meeting of the board of directors of the Central Bank which was held last 
night but he had turned up there until 1900. 


It is hoped that Leopoldo Diaz will resume his job between today and tomorrow 
and will keep "quiet" on instructions from the president of the republic. He 
will apply for retirement in September. 
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COUNTRY SECTION VENEZUELA 


BRIEFS 


THIRD WORLD NATIONS MEETING--Starting on 8 August a 3-day conference 

of developing countries will be held in Caracas to discuss matters of 
technical cooperation, according to Foreign Ministry sources. Within 

the framework of the Caracas action program adopted by the ministerial- 
level extraordinary meeting of the Group of 77 held in Venezuela in 

May 1981, so as to discuss the modalities of the so-called Economic 
Cooperation between Developing Countries (CEPD), "experts" from developing 
countries will meet in August to draw up a legal text which will serve 

as a basis for regulating and propitiating south-south technical cooperation. 
The meeting is being coordinated by the Foreign Ministry and by the Office 
of Coordination and Planning. Chancellory sources feel that CEPD must 
provide "greater political and program momentum based on the fact that 

CEPD is an integral part of collective action by developing countries" 

for restoration of international economic relations and establishment 

of a new international economic order. [Text] [Caracas EL DIARIO DE CARACAS 
12 Jun 83 p 12] 9436 


AD OPPOSES BTV LIQUIDATION--Democratic Action is "completely in agreement" 
with the proposal contained in the report from the parliamentary committee 
working on the BTV [Bank of Venezuelan Workers] case in terms of promoting 

and stimulating the recovery of the BTV because it is believed that "this is 
the only way to discharge the commitments which that financial institution has 
toward the savers, depositors, and investors who basically are those most hard- 
hit by the takeover measure." This statement was made by Deputy Jesus Eduardo 
Troconis, Democratic Action member of the committee chaired by Domingo 

Faustino Maza Zavala, in submitting a report on the BTV situation to the 
National Congress. After pointing out that the savers and investors do not 
know what will happen to them and what will become of their deposits in the 
BTV, he indicated that, among the proposals and suggestions which the report 
will have to contain regarding the recovery of the BIV, it will be necessary 

to point out that every effort should be made to prevent its final liquidation 
through the board of interventors with the help of the National Executive, 

the agencies making up the financial and banking system and the Congress of 

the Republic itself. "In this connection we think that a thorough and sincere 
evaluation should be made as soon as possible of the bank's assets and liabili- 
ties to establish its real situation. We also believe that it would be advisable 
immediately to sell the real property in the possession of the bank through 
negotiating formulas would make it possible to obtain cash." In conclusion 

he said that it would be a good idea to arrive at an agreement with the govern- 
ment to resolve the "deplorable" situation of the debts and claims between the 
bank and the government agencies. "We would also be in favor of talking to 

the Central Bank of Venezuela and asking it for the financial help which is 
indispensable in view of this emergency situation." [Text] [Caracas EL 
UNIVERSAL in Spanish 12 Jun 83 p 1-20] 5058 
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